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ARE GENERAL FIRE 
INSURANCE CARRIERS 


When you add it all up, it’s 
pretty hard to beat Mutual 


saving, safety and service. 


MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. t-3 Chicago, Il. 


A service or 


ganization maintained by the 
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Does Your Automobile Policy 
Provide All These Services? 


Full Coverage on your car— 


Protection under State Responsibility Laws 
$2000.00 Personal Accident Insurance 
$25.00 Weekly Temporary Disability 
Nation-wide Emergency Road Service 

Touring Bureau Privileges 
Free License Plate Service 


Five Payment Plan 


Why shouldn’t a driver be protected against all the emergencies 
of motoring? A Michigan Mutual Preferred Policy costs no more 


than any other dependable insurance. 





& * 


MICHIGAN 
LIABILITY 





MUTUAL 
COMPANY 








Nen-Assessable eC 25> Dividends 
and " . eK, Se More Than 
Dividend Paying - Weastibien $4,250,000.00 
District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron lonia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Alpena Owosso 


Toledo, Ohio Fort Wayne, Ind. 
Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 
Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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Are You Helping to Pay Dividends to | 
| 
Stockholders or to Policyholders ? 
& 
ee ¥ 
CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT k 
Cc 
INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY , 
OF INDIANAPOLIS h 
e 
LUMBER MUTUAL FIRE INSURANCE COMPANY , 
OF BOSTON k 
C 
LUMBERMEN’S MUTUAL INSURANCE COMPANY : 
OF MANSFIELD v 
a 
NORTHWESTERN MUTUAL FIRE ASSOCIATION , 
OF SEATTLE { a 
a 
PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. Ik 
OF PHILADELPHIA lj 
} * 
Offices From the Atlantic to the Pacific bf + 
..-¥ 
is 
—” Gale & Stone, Boston Justin Peters, Philadelphia ™ . 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. if 
Lumbermens & Manufacturers Mutuals Inc. 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Mutual Agency, 
Indianapolis, Memphis, Dallas, Kansas City. 
The Martin General Agency, Seattle, Denver, San Francisco, 
~ Los Angeles, Vancouver, Portland, Spokane. - 
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THIS MONTH 


e O)yur Editorial this month voices 
objection to a bill proposed in the 
Congress, the effect of which would 
be to set up a monopoly of the surety 
business in the banking field for a 
certain group of carriers ® Further, 
William D. Winter discusses Inland 
Marine Insurance, drawing on his long 
experience to develop interesting 
comments ® J. J. Fitzgerald's address 
before the recent meeting of the 
Chamber of Congress of the United 
States in Washington, D. C., adds 
vigor to our pages ® And Casualty 
and Life Insurance as discussed at the 
same gathering by Robt. J. Sullivan 
and M. J. Cleary provide educational 
and entertaining reading ® Take a 
look at page 21 for some rather start- 


ling evidence of unfair discrimination. 


NEXT MONTH 


° THE affirmative side of the ques- 
tion of Unearned Premiums as Trust 
Funds will be considered in the June 
issue ® Variations in compensation laws 


are to be inquired into ® And many 


items of unusual news are in the making. 
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WILBUR D. SPENCER 


Commissioner of Insurance 
State of Maine 


From his varied career in the practice of law Commissioner Spencer brought 
to the Department of Insurance in his state a valuable fund of business experi 
ence as well as judicial temperament. This, coupled with his service in the Maine 
Senate and his close contact with insurance as an agent for over twenty years, 
together with having been a member of the Maine Industrial Accident Commis- 
sion, has qualified him in an exceptional way for the commissionership. His 
committee appointments in the National Convention of Insurance Commissioners 
include those having to do with Assets of Insurance Companies, Miscellaneous 
affairs, and Credentials. 
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ENDING in the present Congress of the United 

States is a bill, Senate 2915, which has for its pri- 

mary purpose the elimination of the competition of 
Lloyds of London in connection with the indemnity bond 
requirements of our National Banks. There is no public 
demand for the legislation. Its only supporters are the 
surety monopoly and the local agents thereof, and, as a 
matter of fact, the proposed statute is 
vigorously opposed by the bankers. The 
surety monopoly which is sponsoring 
the bill would, if it were not for the 
competition of Lloyds, have a complete 
strangle hold on the surety business of 
this country. As a matter. of fact, 
there is at the present time no wide- 
spread competition in the writing of 
surety business (the operations of ILon- 
don Lloyds in the surety field being 
somewhat limited) because of the char- 
acter of the various state laws which, in the main, pro- 
vide only for the licensing of stock insurance companies 
to do this class of business, 

Practically all of the licensed stock surety companies 
are members of the Surety Association of America. 
This organization, by its rules and regulations, is able to 
enforce upon its membership, uniformity and limitation 
of practices, not only as to coverage, but as to rates 
charged and the manner in which the business is con- 
ducted. The association has the authority to demand 
adherence to these limitations through the power to im- 
pose financial penalties, payment of which are guaran- 
teed, we are informed, by the deposit with the associa- 
tion by each member of the sum of $5,000. Obviously, 
with no mutual competition and with very few com- 
panies operating outside of the association, the majority 
of the surety business is controlled by the monopoly. 

Representatives of the bankers, testifying at the hear- 
ings conducted by the Banking and Currency and Judi- 
ciary Committees of the Senate, stated that, because of 
this situation, they have had to look to Lloyds for the 
wholesome competition so necessary to proper business 
conduct, and that they have been able to secure a broader 
form of coverage at a rate at least 25% lower than the 
stock monopoly was prepared to offer. 

On the other hand, spokesmen for the stock companies 
at the committee hearings denied that they were seeking 


* THE SURETY MONOPOLY 
AND LONDON LLOYDS 


REASONS WHY THE NEELEY i tix aaieia ak ie 
BILL SHOULD BE OPPOSED 
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the elimination of London Lloyds from this country, 
claiming that all that was being sought was legislation 
which would compel alien institutions to qualify in the 
various states just like American companies are obliged 
to do. Here is exactly what was said to the Committee 
by Charles R. Miller, President of the Fidelity & Deposit 
Company : 


“Now, we are not asking for the climination of London 
Llovds from this country. You have heard a good deal of 
discussion to the effect that this bill, if passed, would drive 
London Lloyds out of the United States. That is a matter 
for them to decide. They can come into the United States 
and qualify just like American companies are obliged to do 
and if they come into this countrv, Mr. Chairman, they 
can come in like the English brought in the Globe Indem- 
nity into this country, the Royal Indemnity Company, the 
Emplovers Liability of London, and several other English 
owned companies, which have come into the United States 
and complied with the laws of our states. They are all 
competitors of ours throughout the United States and, so 
far as IT know, not a single company has ever objected to 
one of them entering any state in the Union where they 
could and did comply with the laws of that state.” 


Obviously, most anyone will admit that the position 
enunciated by Mr. Miller is a reasonable one. This 
would be evident even though the statement were made 
by someone other than the president of this large surety 
company. Certainly there can be no objection to requir- 
ing all companies doing business in the United States to 
be licensed in an orderly way by the various states. The 
situation being what it is however, Mr. Miller’s state- 
ment is not as mag- 
nanimous nor as gen- 
erous as it appears on 
its face. 

Here is the joker 
in connection with the 
Lloyds situation. The 
laws of the majority 


DISCUSSING 


United States do not 
provide for, nor do 
they give the depart- 
ments of insurance the authority, nor the opportunity 
to issue licenses to Lloyds of I.ondon to write surety 
bonds. Provision is made under the various state 
laws for the licensing of other alien corporations 
such as those named in the above statement; but 
there are no provisions covering Lloyds of London, 
which is a group of individual underwriters, rather than 
a distinct corporate entity. Tloyds, we are informed, 
has endeavored in certain jurisdictions to become licensed 
but the surety clique becomes extremely active in opposi- 
tion whenever or wherever such an attempt is made. 
Lloyds of London cannot be licensed in Massachusetts ; 
it cannot be licensed in New York : it cannot be licensed 
in Pennsylvania; it cannot be licensed in Indiana—and 
so it goes throughout the country. Permissive legisla- 
tion would have to be passed in all of these jurisdictions 
before Lloyds could be legally authorized. 


T is obvious, therefore, that in spite of the claim that 
the surety monopoly has no objection to the compe- 
tition of Lloyds providing it is licensed, the state- 

ment is meaningless in the face of the fact that it is 
physically impossible to secure such authority in the 
various states. Therefore, if the bill is passed the 
I loyds competition will definitely and decidedly be elimi- 
nated and the National Banks will be placed at the 
mercy of the surety monopoly. The banks will have to 
accept the kind of coverage which is offered by that 
monopoly, at the price demanded, whether or not the 
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rates applied are reasonable. The 
banks will not even have recourse to 
state insurance departments for relief 
in connection with rates, because only 
two of the states have the authority 
to regulate the rates charged for that 
kind of coverage. 


HERE is not very much hope 

I held out to the banks by the 

fact that it will be possible for 
them to seek relief in the various 
legislatures. To secure enabling leg- 
islation of the type necessary would 
be a long and expensive process. 
Everyone knows of the difficulties to 
be encountered in such a movement. 
It is obviously impossible to secure 
prompt and favorable action in the 
various states; and then, too, you 
may be sure that the very group, 
which so glibly states that it would 
welcome competition on equal terms, 
would array its forces everywhere to 
fight the enactment of the very legis- 
lation necessary to afford relief to the 
banking institutions. 

What, it may fairly be asked, is the 
interest of the American mutual fire 
and casualty insurance companies in 
this legislation. Obviously _ their 
business will not be hurt if the bill 
passes ; neither will they be benefited. 
As a matter of fact, neither are they 
opposed to monopoly in its better 
manifestations. They are very defi- 
nitely interested, however, in the 
principles of fair play in the conduct 
of American business and, if mon- 
opolistic powers are abused and are 
used to the disadvantage or to the 
harm of other American institutions, 
then, along with all good Americans, 
they strenuously object to the con- 
tinuance, or the extension, of that 
power or authority. 

The mutual companies have first 
hand information of how the surety 
monopoly attempts to use its power 
to its own unfair advantage. The 
surety companies have combined in 
refusing to furnish necessary quali- 
fying and other bonds to mutual car- 
riers, even in the face of the fact that 
during the years in which this cover- 
age was written, no losses were suf- 
fered by the insurers. The only rea- 
son for the refusal is to embarrass 
the mutual companies in meeting the 
qualifying laws in the various states. 
Ample documentary evidence is avail- 
able of the existence of an unfairly 
discriminatory agreement among the 
surety companies for the purpose of 
placing mutual companies at a com- 
petitive disadvantage if it is at all 
possible to do so. 

The mutual companies, in seeking 
to meet their own needs in respect 

(Continued on Page 28) 
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NOTES ABOUT 
the 


INSURANCE WORLD 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


Simplified Spelling 


THIS PUBLICATION HAS GONE SOME- 
WILAT MODERN AS TO STYLE OF MAKE- 
up but as yet has not joined the pa- 
rade toward an elaborate system of 
simplified spelling. Apropos of this 
latter instance we quote the following 
from the “Shop Talk at 30” page of 
the Editor and Publisher, edited by 
MaARLIN PEw. 


We happily go on spelling things the 
longest way, largely I think because no 
one likes to trifle with the King’s English, 
regarding it as a sort of vandalism that 
strikes at dignity and race pride. The 
only simplification which appears to work 
is that which comes from slang usages. 
We resent “thru” or “thoro” and despise 
“photo,” but many of us accept a good 
slang abbreviation such as “gyp,” which 
comes down from gypsy, in turn derived 
from Egypt (or perhaps from the Greek 
term “gyp,” meaning vulture). News- 
papers, especially sport pages or columns, 
quickly adapt such slang as pep, from 
pepper ; cop, from copper badge; and such 
obvious colloquialisms as the following, all 
so sharply descriptive that I wonder how 
the great English coiner Dickens missed 
them: Muscle-in, sock, squawk, sap, 
scram, rap, racketeer, prexy, phenagle (or 
fenagle), two-bits, rocks, big-shot, stuffed- 
shirt, cock-eyed, petting, grand (for 


$1,000), bozo, bunk, fifty-fifty, gaff, guff, 
phoney, ritzy, razz, souse, flapper, cuckoo, 
wow, tip (to hint), snooty, queer, nutty, 
pronto, josh, grouch, blues, ga-ga, balled- 
up, blah, butt-in, cinch, crab, yellow, swell, 
stung, stuck and dozens of similar expres- 
sions, many originating in hoho argot. 


A= languages have slang abbreviations, 
of course, and perhaps the English 
indulge them as much as Americans. For 
instance, all over Britain the following 
words are common: Bean, for head; bob, 
for shilling; bone, to steal; bounce, to 
brag; carrots, red-haired person; chink, 
money; clout, a handkerchief; dab, an ex- 
pert; dag, a gun; dunderhead, stupid fel- 
low; famms, hands; file, to rob; flayers, 
shoes; moppet, saucy girl; nob, head; oaf, 
fool; peepers, eyes; pinch, steal; phiz, 
face; ripping, excellent; rub, run away; 
snaffle, to steal; topping, good; zany, an 
idiot. Perhaps slang is designed for humor 
as much as for convenience or brevity. It 
adds real force to the American funny- 
side, but * * * I think the rules of com- 
mon decency govern the selection. You 
avoid slang which reflects on the Deity, 
on nationals, on reverenced persons like 
mother and sister, or which harshly ridi- 
cules objects or persons who are naturally 
subjects of pity or compassion. You do 


not joke about death. Aside from these 
obvious misapplications, there is a wide 
field for the use of good slang and not 
without appreciative readers. 
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Change Annual Statement 
Blanks 


A NUMBER OF CHANGES IN THE 
\NNUAL STATEMENT BLANKS HAVE 
been approved by the Committee on 
Blanks of the National Convention 
of Insurance Commissioners and will 
now be submitted to the Executive 
Committee of the National Conven- 
tion for its approval. 

The only important change in the 
fire companies blanks separates the 
classification of hail insurance into 
“hail, growing crops only” and “hail 
other than growing crops.” This was 
done because these two risks are held 
to be entirely different. 

Quite a few changes were made in 
the casualty companies blank. A new 
schedule G was adopted. It shows 
the unpaid claims and losses. Pre- 
viously the blank required the report- 
ing of the net amount paid during 
each year on old claims and losses 
which enabled the tracing of pay- 
ments on them in subsequent years. 
The new schedule G contains the 
same essential features, but payments 
previously reported separately have 
been consolidated for all years. 

A new schedule J was also adopted 
which eliminates the present itemized 
list of certain claims, for a concise 
summary of the current year’s experi- 
ence separately rather than on an ac- 
cumulated basis. 

The heading on schedule K_ has 
been changed to read $50,000 instead 
of $25,000 on individual bonds and to 
read $5000 instead of $500 on blanket 
bonds. This will eliminate much 
itemized work formerly necessary. A 
new schedule P has been approved 
by the committee to show the develop- 
ment of incurred losses on liability 
and workmen’s compensation insur- 
ance. 

ee e@ ® 


U. S. Inventories Property 

ADDITIONAL NEW ENGLAND RE- 
TURNS OF THE REAL PROPERTY IN- 
ventory, Federal coast-to-coast sur- 
vey of housing conditions, were made 
public recently by Willard L. Thorp, 
Director, Bureau of Foreign and 
Domestic Commerce, in figures for 
Burlington, Vt., a typical city with a 
1930 Census population of approxi- 
mately 25,000. Burlington is the sixth 
of the more than 60 cities invento- 
ried on which returns have been ten- 
tatively compiled. Statistics for Cas- 
per, Wyo., Columbia, S. C., Butte, 
Mont., Asheville, N. C., and Nashua, 
N. H., have been previously an- 
nounced. 

The project is financed by the Civil 
Works Administration. Door-to-door 
enumerators, drawn from the ranks 
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of the “white-collar unemployed” 
and working under the general direc- 
tion of the Census Bureau, surveyed 
4,252 residential structures in Bur- 
lington and returned reports on the 
sanitary, heating, refrigerating, light- 
ing and cooking facilities, the physi- 
cal condition of the structures and 
other pertinent data which will be 
coordinated with those on other cities 
and used as the statistical basis on 
which the building and allied indus- 
tries may make plans for renewed 
activity. 


FIRE 
NEWS 


Average Fire Rate 

FIGURES COMPILED BY THE WEEKLY 
UNDERWRITER FROM REPORTS MADE 
by all fire insurance companies to the 
various state insurance departments 
show that the cost of fire insurance in 
the United States has been steadily 
declining for a number of years and 
in 1933 the average rate of premium 
reached the new low record of 74c 
per $100.00, which is 4c lower than 
the all time low record of 1932—78c. 

The state having the highest aver- 
age rate of premium is Mississippi, 
where fire insurance premiums aver- 
age $1.36 for each $100.00 of indem- 
nity. In Alaska, which is still a terri- 
tory, the average rate of premium is 
$1.46. Residents of the District of 
Columbia still continue to enjoy the 
lowest premium rates, which average 
40c per $100.00 of insurance. The 
District also enjoys the lowest loss 
ratio in the United States—21%. The 
highest loss ratio in 1933 was in 
Maine, 70.9%, accounted for by sev- 
eral bad conflagrations. 

The effects of the depression are 
evident in the shrinkage of premiums 
in the entire United States from 
$687 ,723,495 in 1929 to $431,574,700 
in 1933. The burning ratio in 1929 
was 41c. This has dropped to 34c in 
1933. eee 


Missouri Court Decides 


Against Companies 
THE MISSOURI SUPREME COURT ON 
MAY 3 SUSTAINED THE JURISDICTION 
of the Cole County Circuit Court or- 
dering 140 stock fire insurance com- 
panies to make full restitution to pol- 
icyholders of all excess premiums 
collected in violation of the Hyde 
10% rate reduction order of October, 
1922, which was later upheld by the 
Missouri Supreme Court and the 

United States Supreme Court. 
During the period in which the old 
rate continued under litigation the 
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companies collected $13,087,619 in 
premiums above the rates permitted 
under the Hyde order. About a year 
ago Circuit Court Judge Sevier at 
Jefferson City entered judgment for 
$18,673,796, representing these excess 
premiums together with interest be- 
tween Novmber 15, 1922 and August 
9, 1929. This judgment, however, is 
to be reduced by premiums already 
returned plus deduction also for in- 
terest on such return premiums. The 
net amount involved in yesterday’s 
ruling has been estimated at $3,000,- 
000 upward. 

The high court ruled that the com- 
panies had no legal authority to col- 
lect these excess premiums during the 
litigations. It also ruled that Judge 
Sevier was without power to name 
four special masters to determine how 
much the companies must refund. 


Orie S. Imes To Head 
Mutual Insurance Field Men 


In lowa 


AT THE ANNUAL MEETING OF THE 
“1752” CLUB HELD FRIDAY, APRIL 
27th, at the Fort Des Moines Hotel, 
in Des Moines, Orie S. Imes, Special 
Agent for the Mutual Fire Under- 
writers of Cedar Rapids, was elected 
President. Mr. Imes succeeds John 
Winchel of the Mutual Fire and Tor- 
nado Association. 

Other officers elected for the ensu- 
ing year are J. M. Barrett of the Iowa 
Mutual Insurance Company, DeWitt 
—Vice President; Bryan Connell of 
the Farmers Mutual Hail Insurance 
Association, Des Moines—Secretary ; 
Joe Elliott of the Employers Mutual 
Casualty Company, Des Moines— 
Treasurer. 

The “1752” Club is composed of 
Special Agents and Adjusters repre- 
senting Mutual Fire and Casualty 
Companies operating in Iowa. The 
name is derived from the year in 
which the first American Mutual 
Insurance Company was organized. 


California Farm Mutuals 


THE TWENTY-FIVE COUNTY MU- 
TUAL FIRE INSURANCE COMPANIES 
who do business in California had ag- 
gregate assets of $1,153,287 at the 
end of 1933 and a surplus of $1,112,- 
636. During 1933 these companies 
collected net premiums including 
assessments of $533,739 and paid 
losses of $271,605. Total income of 
the twenty-five companies for the 
year was $615,870, with total expen- 
ditures of $523,652. 





Stock Executives 


AMONG THE FEATURES OF THE 
WESTERN UNDERWRITERS’ \SSOCIA- 
tion meeting at White Sulphur 


Springs, was the report of Mr. J. 
C. Harding, Chairman of the Public 
Relations Committee. He said that 
the work of the Committee during the 
last six months had centered on assist- 
ing agents to meet the increasing drive 
of non-stock companies. The com- 
mittee feels that the time has come 
for the public relations work to be 
broadened and made more aggresive. 
The committee has been studying the 
codes of the various industries, with 
the thought of linking stock insurance 
more effectively with other activities. 

The steady trend of business to the 
mutual companies during the past few 
vears is undoubtedly very troubling 
to the stock executives. 


I]. M. U. A. Reelects Officers 


BENJAMIN RUSH WAS REELECTED 
PRESIDENT OF THE INLAND MARINE 
Underwriters Association at the an- 
nual meeting on April 26. C. Curtis 
Macy of Appleton & Cox, and FE. J. 
Perrin, Jr. of the Automobile were 
elected vice-presidents. H. T. Chester 
of Chubb & Son was elected chairman 
of the Executive Committee, the 
members of which were elected for 
the next two years as follows: W. 
Ross Mclain, Aetna; H. V. Smith, 
Home; J. M. Thomas, National 
Union; W. F. Boylan, St. Paul lire 
& Marine; and ©. C. Torrey, Marine 
Officio of America. 


W. U. A. Favors Separation 


THE WESTERN UNDERWRITER’S 
ASSOCIATION IAS DECIDED TO ADOPT 
the policy of agency clearance for ex- 
cepted cities. This action was gen- 
erally expected after the [astern 
Underwriters’ Association, at its 
meeting some months ago, decided on 
the same program. 

The company executives, in decid- 
ing upon separation, are overriding 
the protests of a number of their 
agents in excepted cities. The resolu- 
tion calling for separation was unani- 
mously adopted. 


March Fire Loss Low 

FIRE LOSSES IN THE UNITED STATES 
IN MARCH AMOUNTED TO $31,312,359, 
according to figures released by the 
National Board of Fire Underwriters. 
This amount is $4,008,889, or 11.35 
per cent, less than the losses in 
March 1933 and almost half of 1 per 
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cent less than the loss in February, 
1934. For the first quarter of the 
year the total fire loss has been $90,- 
758,426, which is $17,000,000 less 
than the total for the first quarter of 
1933 and over $27,000,000 less than 
the total for the first quarter of 1932. 

These figures, at a time when com- 
modity prices are rising, would appar- 
ently indicate that the underwriting 
results in 1934 will be even better 
than those in 1933. 


Fire Mutuals In Decade Gain 


THE SPECTATOR IN ITS ISSUE OF 
MAY 3RD HAS A SHORT STORY ON THE 
fire insurance results of the past ten 
years which we believe is worthy of 
being quoted in full, since it shows 
conclusively the great strides being 
made by the mutual companies. The 
article reads: 


“Only mutual fire insurance com- 
panies have made any gains in vol- 
ume of premiums written during the 
last ten years. Both the stock fire 
companies and the United States 
branches of foreign fire and marine 
carriers have lost business during 
the period from 1923 to 1933 inclusive. 

“Final figures compiled by the Spec- 
tator in an endeavor to determine the 
trend of fire insurance volume show 
that the premiums written by all stock 
fire insurance companies in this coun- 
try fell from $889,639,438. in 1923 to 
$628,300,208. in 1933. This was'a drop 
of $261,339,230. during the decade. 

“In the same period the fire and 
marine premiums here of United 
States branches of foreign fire and 
marine companies declined from $179,- 
700,993. in 1923 to $117,166,128. in 1933. 
This is a reduction in the ten years 
of $62,534,865. 

“Premiums representing the busi- 
ness written by all fire insurance mu- 
tuals approximated $105,114,113. in 
1923 and by 1933 these had increased 
to about $135,000,000. This was a 
gain in mutual premiums ‘of $29,885,- 
887. during the period. 

“The percentage of premium loss 
hy stock fire companies from 1923 to 
1933 was 41.6. The United States 
branches of foreign fire and marine 
companies lost 53.4 per cent of their 
premium volume during the decade. 
In comparison with this the mutual 
fire companies had a gain of 28.4 per 
cent from 1923 to 1933.” 


Fire Surpluses Rise 


\ GOOD PICTURE OF FIRE INSURANCE 
OPERATIONS DURING 1933 Is FUR- 
nished by the preliminary report 
which has been released by the New 
York Insurance Department. Three 


hundred and forty stock and mutual 
fire insurance companies authorized in 
New York during 1933 showed assets 
of $2,061,931,044, a decrease for the 
year of about $273,000,000; surplus 
of $707,046,958, an increase of $35,- 





000,000; capital of United States 
Companies of $294,020,244, a de- 
crease of $6,550,000 ; premium income 
of $674,809,630, a decrease of $61,- 
000,000 ; loss payments of $299,945,- 
326, a decrease from 1932 of $116,- 
416,903. As had been estimated, the 
premium income is off slightly less 
than 10%. *€ * e 


Marine Interpretations 


THE JOINT COMMITTEE ON INTER- 
PRETATION AND COMPLAINT ON THE 
marine definition has issued bulletins 
covering ten points. 

Marine or inland marine policies 
must state on domestic shipments, 
shipped on consignment for sale or 
distribution, coverage granted shall 
not exceed 30 days after arrival at 
consignee’s premises or other place of 
storage. 

On domestic shipments not shipped 
on consignment, policies must state 
coverage does not apply at points of 
sale-distribution or manufacturing 
premises nor after arrival at such 
points or at premises owned, leased 
or controlled by the assured or pur- 
chaser, nor for more than 30 days in 
any other place of storage or deposit, 
except when in the hands of carriers 
when storage is incident to transpor- 
tation. 

The committee disapproved a pro- 
posed marine form to cover legal lia- 
bility of warehousemen; ruled that 
stamp collections are insurable under 
marine forms ; that jewelers’ patterns, 
molds, models and dies are not con- 
sidered tools or machinery under the 
definition; that whisky may not be 
covered under marine forms while in 
a blending and/or rectifying estab- 
lishment; that coverage on halftone 
screens, including risk while on as- 
sured’s premises, may not be on a 
marine form; that marine insurance 
may not be issued on a conveyor used 
with a coal mining tipple; that flags 
not on sale or consignment or in 
course of manufacture, in the cus- 
tody of users may be insured under 
miscellaneous movable articles floater. 

The committee also ruled that 
marine forms may not be issued to 
book binderies to cover on their prem- 
ises for the account of customers who 
ship to the bindery for storage, 
materials for the processing of com- 
pleted books, nor to a publisher to 
cover on bindery premises paper 
stock, dies, etc., shipped to binderies 
for storage. 

Construction company installation 
risk, covering property while being 
installed or otherwise, may not be 
covered under marine forms, the com- 
mittee ruled. 

(Continued on Page 29) 
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Excerpts From An 


Companies At Buffalo, N. Y., 
April 23, 1934. 


() approach this question prop- 

erly, there seems to be neces- 

sary a very brief consideration 
of the background against which the 
business of Inland Marine Insurance 
has been developed. [rom the very 
inception of ocean marine insurance, 
the purpose of the underwriter has 
heen to furnish full protection to the 
cargo owner against perils, of what- 
ever nature, resulting from causes 
beyond his control or that of the car- 
rier to which he intrusted the move- 
ment of his property. 

The original ocean marine policy 
furnished a multiple line protection. 
It was not insurance against one spe- 
cific peril, such as stranding or sink- 
ing or burning, but rather against all 
perils of the sea, those on the sea, 
those of war and pirates and thieves, 
all enumerated at some length. Fi- 
nally, in order that the specific enum- 
eration of perils might not shut out 
some legitimate hazard, the general 
words “and all other perils and mis- 
fortunes that have, or shall come to 
the hurt, detriment or damage of the 
said goods and merchandise or any 


part thereof” were added. 

It will be understood that the orig- 
inal ocean marine insurance policy 
related only to goods while on ship- 
As methods changed in the 
overseas commerce and 


board. 
conduct of 





Sixth Annual Mutual Fir 
Underwriters Conference 


the 1934 Conference of the Under- 
writers of the Federation of 
Fire Insurance Companies on April 23rd 
and 24th. The sessions were the best 
attended of any similar gathering since 
these meetings were started, and com- 


resented. A number of Canadian 
mutuals had been invited to participate 
and a group of visitors from across the 
border added interest to the occasion. 

A feature of the Conference was the 


took considerable part in the discus- 
sions. 

The work of the conference was done 
mostly in executive sessions but several 
outstanding papers of general public in- 
terest were presented, notably that of 
William D. Winter, president of the 
Atlantic Mutual Insurance Company of 
New York, whose talk on Inland Mar- 
ine Insurance is printed in part in this 
issue beginning on this page. 

Morris S. Tremaine, Comptroller of 
the State of New York Mutual Cas- 
ualty Co. of Buffalo, was the speaker 
at the banquet on the evening of the 
23rd. The success of the conference 
was due in large measure to the effi- 
cient work of the committee in charge, 
consisting of Ben C. Vine, Millers of 
Alton, Chairman; Harold U. Brown, 
Hardware Dealers of Stevens Point, and 
Gage McCotter of the Grain Dealers at 
Indianapolis. 











| 
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UFFALO, New York was host to | 


Mutual | 


panies from coast to coast were rep- | 


presence of many of the younger mem- | 
bers of underwriting departments who | 


INLAND MARINE INSURANCE | fotiowing the History of this 


By WILLIAM D. WINTER 


PRESIDENT, ATLANTIC MUTUAL INSURANCE COMPANY 

Address Delivered Before the 

Sixth Annual Underwriters Conference of the 
Federation of Mutual Fire Insurance 
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Inland Marine Insurance Originally Was 
Designed to Follow Merchandise to Its 
Destination and Protect Jt From a Variety 
of Hazards. 





Branch of Underwriting and 
Looking Closely at Some of 
its Present Problems 


the shipper needed protection from 
his warehouse at the port, or the in- 
terior, to the warehouse of the con- 
signee at the port of destination, or 
in the interior of the foreign country, 
the marine underwriter extended this 
broad protection to cover the prop- 
erty for the entire period while it was 
out of the custody and control of the 
assured. 
ee @ @ 

HEN, therefore, the needs of 

domestic commerce required in- 
surance protection, there was ready at 
hand the facility of the marine insur- 
ance companies. , It required but little 
change to reform the ocean marine 
insurance policy into one that would 
protect inland transportation risks. 
This is precisely what happened. 
Years before there was any general 
knowledge of a class of insurance 
known as “inland marine’, ocean 
marine underwriters were freely is- 
suing policies covering inland trans- 
portation risks, and because they were 
written on the basic ocean form of 
policy but related only to risks with- 
in the country, they came to be known 
as “inland marine” policies. 

It was but a step from an inland 
transportation policy to one which 
attached the risk in the warehouse 
prior to shipment, or continued the 
risk after arrival at the warehouse 
while the goods remained in the ware- 
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house awaiting consumption or other 
use. 

With the concentration of values 
in forms such as Jewelry or Precious 
Stones, the owners of this class of 
property demanded insurance pro- 
tection against the many hazards to 
which their goods were exposed. A 
jeweler having a valuable stock of 
precious stones needed, in addition 
to fire insurance, at least protection 
against burglary and holdup, and in- 
surance on the goods while in the cus- 
tody of his salesmen. The obtaining 
of specific policies for all the perils 
which could cause heavy loss of such 
property imposed a great burden both 
in accounting and in the overhead 
charge which each policy carried. 
There was a demand for a single con- 
tract which could give “all risk” pro- 
tection and the brokers, in searching 
for underwriters who would meet 
this demand, found their market 
among the ocean marine under- 
writers, long accustomed to granting 
similar protection to goods in tran- 
sit under their ‘External Cause” 
clause. 

Jewelers Block insurance began in 
this manner and it was but a short 
step to issue similar “All Risks” poli- 
cies to cover jewelry in the hands of 
individuals, to cover Tine Arts both 
for dealers and private collectors, and 
to cover the other forms of All Risk 
personal property risks. 

ee @ ®@ 

7 policies have become ex- 

tremely broad, covering subject 
to a few exceptions, all risks in all 
situations. With the constantly 
growing demand for this form of in- 
surance many underwriters were per- 
suaded to go a step further and in- 
sure under an “All Risks” form prop- 
erty which is never in transit, such 
as stained glass windows or organs 
installed in buildings. In_ recent 
years a similar contract has been used 
for the insurance of bridges, tunnels, 
high tension lines and other so-called 
“instrumentalities of | commerce” 
which are stationary in character. 

It will be observed from this short 
description of the evolution of the in- 
land marine policy that more and 
more was the “tail wagging the dog”, 
in that transit risk was becoming less 
and less essential in an inland mar- 
ine policy and the desire for multiple 
risk cover, the primary requirement. 

Thus marine insurance was again 
as it had been in its inception, striv- 
ing to provide in a single policy the 
full protection which the prudent 
owner of property desired. 

However, insurance in the United 
States had not developed on the mul- 
tiple line plan, but had fallen broadly 
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into four general classes — marine, 
fire, casualty and life. Life insurance 
fortunately was not involved in the 
problem which developed. Sharp 
lines of conflict were drawn, how- 
ever, between the marine, fire and 
casualty interests. The fire interests 
claimed that the marine companies 
had gone far afield in extending 
their policies to cover in warehouse, 
while the casualty interests alleged 
that both the marine and fire folk, in 
their inland marine departments, had 
included under the guise of transpor- 
tation hazards, burglary risks while 
in location. 

The seat of battle was largely in 
New York, where most of the com- 
panies had their principal offices. 
Complaints and counter complaints 
were lodged with the Insurance De- 
partment, and in New York State 
particularly, the three groups ably 
presented their respective positions to 
the Insurance Department. 

ee @ ® 

T was contended, on behalf of the 

marine insurance companies, that 
all that had been done was permitted 
under Section 150 of the New York 
Insurance Law, which sets forth in 
detail the powers of a marine insur- 
ance company. Tl urthermore, that 
long before the statement of the 
powers in “150”, marine insurance 
companies were issuing policies of the 
kind now complained of, and that the 
demands of modern interstate and in- 
trastate commerce require protection 
of the kind thus afforded and that in- 
surance should be the servant and not 
the master of commerce. 

It was, of course, an interesting 
sidelight on these discussions that the 
marine branches of the fire companies 
were engaging in the very practices 
to which the fire offices were object- 
ing. But it was a case of not letting 
one’s right hand know what one’s 
left hand was doing. 

To give opportunity to the con- 
flicting interests to present their posi- 
tions, hearings were instituted before 
the Insurance Department. The dis- 
cussion resolved itself into a consid- 
eration of the classification and defi- 
nition of the Insuring Powers of 
Marine, lire and Casualty Companies 
under Sections 150, 110, and 70, the 
sections of the New York Insurance 
Law setting forth respectively the 
powers of marine, fire and casualty 
companies. The views of the con- 
flicting interests were ably presented 
by the members of three committees, 
one representing the marine, one the 
fire, and one the casualty companies. 

In an endeavor to crystallize the 
situation, the marine committee trans- 
mitted, under date of July 5, 1932, to 
the Superintendent of the New York 





Insurance Department, a lengthy 
brief, wherein, as stated in the cover- 
ing letter “We have endeavored to 
trace from its origin the history as 
well as the modern legislative de- 
velopment of Marine and Inland 
Transportation and All Personal 
Property Floater Risks Insurance”, 
accompanied by practical and au- 
thoritative examples of the recogni- 
tion by legislators and the courts, of 
the practical needs of merchants and 
business men. This brief is a volume 
of some 187 pages packed full of evi- 
dence to support the position of the 
marine insurance companies. 
ee @ @ 

O good purpose would be served 

in the present discussion by 
making any further reference to this 
brief. Suffice it to say that with the 
evidence presented by the three 
groups, the Superintendent of Insur- 
ance issued, under date of July 25, 
1932, a tentative ruling in regard to 
the Powers of Marine Insurance 
Companies. This tentative ruling was 
not acceptable, in whole, to either the 
marine or the fire interests, but after 
further conference between the com- 
mittees representing the two groups, 
there was submitted to the New York 
Superintendent, under date of Sep- 
tember 1, 1932, a Proposed Final 
Ruling, which, with certain minor 
modifications, was issued by the In- 
surance Department on September 
30, 1932. 

It will readily be seen that agree- 
ment in the State of New York be- 
tween the marine, fire and casualty 
interests would avail little, since 
without the jurisdiction, the same 
transcending of underwriting powers 
might continue. To obtain uniform- 
ity of law by legislation seemed too 
slow, even if it were possible. 

It was felt, however, that if the 
various interests throughout the na- 
tion could be brought to voluntarily 
accept a single interpretation of un- 
derwriting powers, the desired end 
would be reached, and quickly. Ac- 
cordingly, at a Meeting of the Na- 
tional Convention of Insurance Com- 
missioners held in New York in 
December 1932, a committee was ap- 
pointed to consider the definition and 
interpretation of Marine Underwrit- 
ing Powers and the desirability of 
nation-wide action in respect thereto. 
In co-operation with this Committee, 
further conferences between the 
marine, fire and casualty groups were 
held with the result that at the meet- 
ing of the National Convention of 
Insurance Commissioners held in 
Chicago on June 2, 1933, a report 
was presented, accepted and ap 
proved, setting forth the nation-wide 
definition of marine underwriting 





























powers. Furthermore, there was 
created by the Convention a Stand- 
ing Committee to be known as “The 
Committee for the Definition and 
Interpretation of Underwriting Pow- 
ers” to consist of three Insurance 
Superintendents, for the purpose of 
considering such questions of the in- 
terpretation, definition and applica- 
tion of underwriting powers as may 
be referred to it. The Convention 
definition was very similar to that 
previously approved by New York 
State. 

Thus, in so far as the convention 
could act, it did, by adopting as the 
view of the Convention, with respect 
to marine writing powers, this defini- 
tion, with the understanding that a 
joint committee of interpretation and 
complaint should be set up by the in- 
surance companies, consisting of rep- 
resentatives of marine, fire and cas- 
ualty companies, whose duty it should 
be to apply the definition to specific 
cases which might be brought before 
it. Further to accomplish this end 
while the individual commissioners 
were endeavoring to have the defini- 
tion become the legal interpretation 
in their respective states, that all 
companies be asked to subscribe to 
the definition and agree to be bound 
by the rulings of the Joint Committee. 
From the rulings of the Committee 
appeal could be made to the Com- 
mittee of the National Convention. 
lf they confirmed the ruling, then a 
company acting in disregard of the 
Committee’s interpretation would be- 
come subject to fine. 

It will be realized that my review 
of the case up to this point is rather 
sketchy, but it presents in general the 
facts leading up to the situation as it 
now exists. 

Sufficient companies having signed 
the proposed agreement, it was de- 
clared on January 19, 1934, that the 
agreement was in effect in those states 
where the definition had been form- 
ally adopted. At the present time the 
following states have accepted the 
definition, viz.: 


State Effective Date 
bn September 26, 1933 
COMER oscar cess ccnen January 1, 1934 
COMMIBCCICUE 6.5. <ccenine socom January 15, 1934 
SINTON ok seccawiswoes December 1, 1933 
eer rare ers March 1, 1934 
EGARO. «<.-0-0i00000-0%000.00 NOVEMDOE 4, F700 
oS ae rence tees October 30, 1933 
Illinois ................November 1, 1933 
Indiana ................ November 1, 1933 
NS CCE Oe September 29, 1933 
Seen January 1, 1934 
je December 1, 1933 
Massachusetts........... January 15, 1934 
NCI 5 <0 o-0 0:5 aide s0re0 December 1, 1933 
New Hampshire.......... October 1, 1933 
1 TCE ETT not named 
TOE NI a cig suitaa se ecveh els June 30, 1933 
North Cavolma........ <2. October 1, 1933 
North Dakota. ...5.... February 1, 1934 
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ee ere not named 
Rhode Island.........November 15, 1933 
po eee rere s tare" not named 
Wo ee December 1, 1933 
Washington .......6.<6.0 December 1, 1933 
West Virginia.........November 1, 1933 
rer re November 1, 1933 


District of Columbia.... November 1, 1933 
The activities of companies native 
to or entered in those states are sub- 
ject to the definition on business writ- 
ten after the effective date, and on 
renewals of existing policies. 





Ocean Marine Insurance Was One of the 
Earliest Developments In the Underwriting 
Field. 














I DO not pose as an expert on 
this subject, my life work having 
been in the ocean marine field. How- 
ever, as inland marine insurance had 
its birth and early development in the 
marine insurance companies, perhaps 
a marine underwriter may be quali- 
fied to speak in general terms about 
the business. 

Broadly speaking, the inland busi- 
ness falls into two classes—commer- 
cial and personal. In the commercial 
group are the policies covering mer- 
chandise by coastwise steamer, rail- 
road, express, motor truck, parcel 
post and other land conveyances. 

Policies on goods being processed, 
temporarily detained, or being in- 
stalled; also while on exhibition or 
display, together with merchandise 
sold on the installment plan. 
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Bailee policies for laundries, proc- 
essors, fur storers, etc. 

In the personal group are the 
jewelry, fur, fine arts, tourist floaters 
and the personal property floaters. 
This last class is specifically pro- 
hibited in many of the States and by 


the nation-wide definition, and a 
study of the events leading up to the 
definition shows that this was and still 
is one of the principal “bones of con- 
tention.” 

To fire underwriters, who have 
grown up in the atmosphere of stand- 
ard forms and established rates, I as- 
sume, the prospect of underwriting 
without standard forms and without 
established rates presents a picture 
that, to say the least, requires cau- 
tion. This is the situation in general, 
with respect to the commercial lines. 
It is true there are basic forms, 
modeled on the ocean marine policy, 
that have been developed with the 
passage of the years. These forms 
are, however, but the body around 
which the garments fitting the par- 
ticular situation are draped. To pro- 
vide a form suitable to the individual 
case requires considerable training 
and to apply a rate, where there are 
no established rates, to this special 
form which you have created, re- 
quires the exercise of underwriting 
judgment which cannot be hurriedly 
developed. The marine underwriter 
has grown up in just such an atmos- 
phere. Policies to fit individual cases, 
rates adequate to care for the hazards 
involved in such special policies have 
been his life work and study. 

It is not surprising that competi- 
tion, often due to incompetent under- 
writing, creates a situation in these 
unrated classes, where unwise selec- 
tion of risk can only spell failure. 
And how is one without long train- 
ing and experience to wisely select ? 

Of course, the situation is not as 
serious in all commercial lines. 
Nevertheless, it, is true that ruthless 
competition follows when a class has 
proved profitable. Therefore the 
profitable classes of today may rapid- 
ly become unprofitable. 


HIS situation is equally true in 

the personal lines, where rates 
are not established. The Inland Ma- 
rine Underwriters Association was 
formed by some 150 stock, fire and 
marine companies, in an endeavor to 
bring order out of chaos. This As- 
sociation has taken under control cer- 
tain classes of the business, such as 
jewelry, fine arts, bridges and has 
established rates available to the 
members for the controlled lines. 
This Association does not view with 
favor mutual companies and _nat- 
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urally none is found within the mem- 
bership. To keep in line 150 com- 
panies with their various agents 
throughout the country is naturally a 
major task, and that they have been 
able to accomplish so much is a trib- 
ute to efficient leadership. 

To a company without the pale 
however, and without the help that 
does come from “multitude of coun- 
sellors in which there should be wis- 
dom,” inland marine underwriting, 
like marriage, is a state not lightly to 
be entered upon and then only after 
due consideration has been given to 
the many problems that beset the 
path of the inland underwriter. 

For a fire underwriter who has 
lived his life in a field where speci- 
fied perils, such as fire, sprinkler 
leakage, cyclone, etc., have been con- 
sidered, to suddenly be transported 
into the realm of “all risks” insur- 
ance, must seem like being trans- 
ported quickly from one planet to 
another. 

ee @ @ 

ROTECTION of personal “all 

risks” hazards takes the under- 
writer into a field where his is putting 
his assets against the human equa- 
tion. Is the proposed assured one 
who has been used to fine things and 
appreciating them, gives them rea- 
sonable care? Or is he one to whom 
fortune has come suddenly and, that 
the world may appreciate him, has he 
spent lavishly to obtain jewels or furs 
to adorn his wife, or perchance some- 
one who does not occupy that legal 
position? The underwriter is pre- 
sented with a jumble of morality or 
immorality, carefulness or lack of it, 
modesty or desire for display. Rates 
may be fixed but humanity is not, and 
only Solomon can judge rightly, in 
all cases, the quality of a risk. And 
when it is not infrequent to have 
schedules of jewelry run into six and 
perhaps seven figures with single 
necklaces valued at half a million 
dollars, the question of underwriting 
capacity becomes a major problem. 

This same question of capacity ap- 
pears in the fine arts and fur storers 
classes, where the requirements of 
large clients require a facility of mil- 
lions of dollars. 

Not only are the limits required 
large, but owing to the fact that the 
protection afforded is not only while 
the property is in a fixed location, 
for instance, the home of the assured, 
but also while in temporary domiciles, 
such as hotels in winter or summer 
resorts, the question of cumulative 
liability becomes of first importance. 

It is one thing to be able to map 
your risks and thus keep your cumu- 
lative liability within a given zone 
under control. It is quite another 
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and an infinitely more complicated 
matter to have property in motion 
and be unable to determine at any 
given time or in any named location, 
what the exposure is. I am not cit- 
ing these possibilities for the purpose 
of discouraging any one from enter- 
ing a field which may seem attrac- 
tive, but merely to point out the diffi- 
cuties of the field which differ from 
those customarily encountered in nor- 
mal activities. Roses do have thorns 
and in seeking to seize the bloom, we 
may get badly scratched. 
ee @ @ 

N the commercial field, the prob- 

lems are different in many ways, 
but equally complex. Transporta- 
tion is apt to be a more important 
part of these risks, although the needs 
for large limits will be found pri- 
marily in the location portions of 
these risks, Transportation involves 
hazards over all sorts of routes by 
water, land and in the air by all man- 
ner of conveyances, by ship, rail, 
motor or horse, truck, express, mail 
or airplane. The respective legal or 
assumed liability of the carrier must 
be carefully weighed in determining 


the rate of premium. If the responsi- 
bility of the carrier is limited by law 
or by agreement, then the rate must 
be correspondingly increased to off- 
set this limited responsibility. This 
is particularly true in the insuring of 
motor truck risks where the responsi- 
bility of the carrier is a vital factor in 
considering a risk. 

In the consideration of garment 
contractor risks, the moral hazard is 
of particular importance as is a 
knowledge of the various locations 
and character of the subcontractors. 
And so we might go over the whole 
list of inland marine classes and find 
that each differed from the other in 
the factors which must be considered 
in judging the risk. 

ee @« @ 

UCH an-= examination would 

merely serve to demonstrate that 
the inland marine insurance field is 
one that requires an infinite amount 
of knowledge which can be acquired 
only in the school of experience. 
There the tuition is high because of 
the cost of the mistakes which one 
must inevitably make in acquiring 
knowledge. 








Hardware Mutual Fire 
Elects Officers 


F‘ IL.LOWING the 35th annual 
meeting of the Hardware Mutual 
Fire Insurance Company of Muinne- 
sota in Minneapolis, April 19, the fol- 
lowing officers were elected : 
C. F. Ladner—Chairman of the Board 
R. J. Grant—President 


A. Marckel—Vice President 

A. H. Cheese—Vice President 

J. E. Hanson—Secretary-Treasurer 

In accepting the position of Chair- 
man of the Board C. F. Ladner re- 
signed as President, an office he had 
held since May, 1902. Mr. Ladner 
has been affiliated with the company 
since its organization. 

R. J. Grant has been identified with 
the insurance business for 23 years. 
He became associated with the Hard- 
ware Mutual in 1920 and has served 
in the capacity of Field Representa- 
tive, Branch Manager, Sales Man- 
ager, and during the past year as Vice 
President-General Manager. 

In his address to the policyholders 
Mr. Ladner called attention to the 
splendid progress made by the com- 
pany during the year 1933. Assets 
increased $169,740.54. Surplus in- 
creased $210,295.21. The reserve for 
contingencies was increased $175,000. 

The Board of Directors consists of 
the following : 

Chas. F. Ladner, St. Cloud, Minnesota 

Elmore Houghtaling, Fairmont, Minne- 

sota 

A. Marckel, Perham, Minnesota 


O. V. Hanson, Rochester, Minnesota 
J. A. Monson, Braham, Minnesota 
Wm. Ryan, Little Falls, Minnesota 

N. E.. Given, Bemidji, Minnesota 

H. W. Addison, Marshall, Minnesota 
John Griebler, Alexandria, Minnesota 
S. E. Hunt, Red Lake Falls, Minnesota 
R. J. Grant, Minneapolis, Minnesota 


I< company is licensed and does 
business in every state in the 
Union and most of the provinces of 
Canada. It maintains branch offices 
in Atlanta, Boston, Chicago, Dallas, 
Detroit, Indianapolis, Los Angeles, 
Milwaukee, Newark, Portland, St. 
Paul, San Francisco, and in Toronto, 
Ontario and Winnipeg, Manitoba. In 
1933 the company wrote over three 
millions in net premiums. Losses 
paid were $1,072,000. Dividends paid 
to policyholders—$1,241,000. Since 
the company started business in 1900 
it has collected forty-three millions in 
premiums, paid fourteen millions in 
losses and seventeen and one-half mil- 
lions in dividends to policyholders. 
The Hardware Mutual Fire Insur- 
ance Company is a participating mem- 
ber of the Federal Hardware & Im- 
plement Mutuals, and the Improved 
Risk Mutual Group. The Federal 
Group consists of the Hardware 


Mutual Fire Insurance Company of 
Minnesota, Minneapolis, Minnesota, 
The Hardware Dealers Mutual Fire 
Insurance Company, Stevens Point, 
Wisconsin, and the Minnesota Imple- 
(Continued on Page 30) 
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INSURANCE AND THE RECOVERY PROGRAM 


ONCE heard the Commissioner 

from Illinois make the statement 

that you will find “Insurance” in 
legal indexes between “Insanity” and 
“Intoxicating Liquors”. Those of us 
who have grown old in the business 
may sometimes have felt that it was 
not well placed; but now that the 
whole world has gone crazy and we 
again have the constitutional right to 
drink or leave it alone, maybe we 
occupy a favorable position after all. 
In any event, we have a part to play 
in the world in which, perforce, we 
must live, and our future depends 
upon how well we play it. You have 
been told so often that we are in a 
new world with new thoughts, new 
ideas, and new methods that I think 
you now understand it, so I will not 
take up your time trying to explain 
what it is all about; but [ cannot re- 
frain from saying that most of the 
wonders that we see about us have 
come within my lifetime; I have been 
able to absorb them without any great 
effort, so I feel that whatever the 
New Deal may have in store for us, 
we will be able to go on in an orderly 
way if we but keep going forward 
and forget a lot of the stuff we should 
have junked twenty years ago. One 
trouble with most of us is that we 
don’t know how to slough off useless 
material, with the result that when 
we get marching orders, we are so 
heavily laden we find it difficult to 
lift our feet. 

ee e@ @® 


HE poets have called Insurance 
the handmaid of Commerce; and 
I fear in past days we have been all 
too willing to assume that feminine 
role; to act as a collecting and dis- 
bursing agent; to come in after a 
careless world has had its orgy and 
pay the bills, when, as a matter of 
fact, our true role should be that of 
bodyguard, to ward off the dangers 
from fire and accident that threaten 
the industrial and social structure. 
It is true that fire insurance, 
through the medium of its invested 
assets, has taken an indirect part in 
the production activity of the country. 
Hundreds of millions have flowed 
from the companies into the bonds 
and stocks of railroads, utilities and 
industrial establishments; but such 
participation in business promises to 
be less common in the future, since 
the new investment trend is toward 
bonds issued by a government body 
and secured by the pledge of taxes. 
Pending investment laws will, if 
passed, greatly restrict the freedom 
of company executives, The bank- 
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ing function of fire insurance seems 
to be fading from the picture and 
security of principle has overshad- 
owed all other investment factors. 
Now I think we are all of the opin- 
ion that no matter what else there 
may be in store for us, we are not 
going to have quite so much money 





| Meeting of Chamber of | 
Commerce of the U. S. 


USTIN PETERS, who has served 

the Chamber of Commerce of the 
United States during the past two years 
as one of its two Directors represent- 
ing insurance, was re-elected for a sec- 
ond term at the Annual Meeting of the 
Chamber held in Washington May 1-4, 
1934. In a field of twenty-five candi- 
dates but without opposition for the 
particular place for which he was a 
candidate, Mr. Peters was given 309 
votes out of the total of 330 cast, divid- 
ing honors with Mr. William R. Dawes 
of Chicago for the third highest num- 
ber of votes received. 

Not only did the record of his serv- 
ice to the Chamber during the past two 
years secure for Mr. Peters this signifi- 
cant volume of support but his personal 
popularity among his fellow directors 
and members also had much to do with 
the result. Mr. Peters is President and 
General Manager of the Pennsylvania 
Lumbermens Mutual Fire Insurance 
Company of Philadelphia. His entire 
business life has been spent in that 
Pennsylvania city where Benjamin 
Franklin brought about the founding of 
the first mutual fire insurance company || 
in America more than 182 years ago. 

Several of the more important ad- 
dresses delivered at the meeting are 
printed in this issue of the Journal, 
bginning with the speech of J. J. Fitz- 














gerald, which begins on this page. 











to spend as we had in the good old 
days—that being true, I think the 
cost of fire insurance and its allied 
lines is too high; and it is too high 
because our losses and expenses are 
too high. When TI say that, I am not 
unmindful of the fact that our aver- 
age rate which stood at 1.01 in 1915 
is down to 78 cents today; but aver- 
ages, as we all know, are inclined 
to be tricky and unless we are fam- 
iliar with all the factors involved and 
give proper weight to each one, we 
may fool ourselves. Fire prevention 
activities and hetter construction have 
played their part in bringing the rate 
level down, but so has competition. 
As a matter of fact, competitive rates 


are too often below the carrying 
charge and as our struggle for busi- 
ness is centered on the larger risks, 
the competitive rate in too many cases 
is a charge against the small risk. In 
truth, the big risk in too many in- 
stances gets more service than it is 
entitled to on the basis of premium 
paid. 

[ have the foolish notion that be- 
fore going to the public with the many 
coverages we have to offer in our 
office, I should place each one on my 
own home, with the result that I may 
soon have to apply for a government 
loan to pay the premiums. But to be 
well covered, a householder in our 
fair city should carry 
Fire Insurance 
Windstorm Insurance 
Hail Insurance 
Explosion, Riot, Aircraft and 

from Self-Propelled Vehicles 
Oil Burner Smoke Damage 
Rental Value 
Residence and Employers’ Liability 
Burglary Insurance 
Golf Liability 
Automobile Insurance 

ee @® ® 

OW for this protection I am 

asked to pay something like 
$200 a year after taking the term 
credit ; the general run of household- 
ers are without the protection they 
should have simply because they can’t 
pay the charge. And while I am on 
the subject, let me inject the thought 
that in a day when every other line 
of business is trying to make it easy 
for its customers to settle their ac- 
counts, we still hang on to the old 
term rule and tell our customers that 
we will give them a discount if they 
pay a three or five years’ premium in 
advance. Of course, the policyholder 
can go to a finance company; but 
when he does that he adds to his cost 
and we have permitted a party of 
the sixth part to come between us and 
our customers. Fire insurance has 
never learned to operate an interest 
table ; we should go to Life Insurance 
and learn how to ease the burden of 
the policyholder by permitting him 
to pay his premiums in a manner best 
suited to his pocketbook and charge 
him a reasonable rate of interest for 
split payments. 


Damage 


I have said that the insurance cost 
is too high and must come down if 
we are to play our part in the Re- 
covery Program. The way to bring 
it down, of course, is to cut the losses 
and expenses. True it is, we had a 
very gratifying reduction in the loss 
column in 1933, and if we can hold 
the gain we made, we are certainly 
headed in the right direction; but 
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even the experts are puzzled about 
the cause of the reduction. Many be- 
lieve it represents the long overdue 
harvest of such activities as Fire Pre- 
vention Week and the Inter-Chamber 
Fire Waste Contest; others point to 
the fact that there was practically no 
improvement in fire-fighting facilities 
last year or in the physical conditions 
of property generally, and attribute 
the improvement in loss experience 
to reduced moral hazard. 

Still others feel that reduced values 
were reflected in the amount paid out 
tor losses, while the enforcement of 
the 60-day rule has its champions. In 
any event, we all know that the coun- 
try took on a more hopeful attitude 
early in the year, and we were the 
beneficiaries. 

I have been in the Fire Insurance 
business long enough to have some 
idea of the part moral hazard plays; 
and while it probably takes more of 
our premium dollar than any of us 
are willing to admit, yet I believe that 
any permanent reduction in the loss 
ratio must come through active [‘ire 
Prevention work on the part of the 
business itself and ina big way. We 
must do something more than lay 
down rules or depend upon compli- 
cated rate schedules which only a few 
understand, to settle this problem of 
fire waste. We must go out into the 
highways and byways and grapple 
with it. eee 


F may have a lot of theoretical 
notions about the obligation of 
‘ire Insurance in its relation to lire 
Prevention, and say that per se we 
have no interest in it; but prevention 
is one of the big items in this new 
world of ours, and we will carry our 
share of the load or someone else will 
carry it for us. I know we talk a 
great deal about the noble work we 
are doing, and point with pride to 
this or that organization which we 
maintain, and I agree that good work 
is being done; but we haven't 
scratched the surface. The man in 
the street still needs to be taught the 
elements of fire prevention as he 
needs to be taught the elements of 
accident prevention. You have only 
to watch him as he tosses lighted cig- 
arette butts over his shoulder, or 
clock him as he drives his car on main 
thoroughfares. Incidentally I take 
lunch every day with a small group 
made up of business men—and I have 
come to the conclusion after hearing 
them tell their tales that 75 miles an 
hour is their average speed. We have 
a lot of work to do in a prevention 
way so long as such men are with us 
—and their numbers are legion. 
Now in order to get the message 
across to the people, I have said we 
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must go to them. A “Farmers Mu- 
tual” operating throughout Indiana 
found its loss ratio mounting a few 
years ago because of the shingle roof 
hazard. Instead of loading the rate 
to cover its losses and then waiting 
for nature to take its course, it got 
busy and developed a spark arrester, 
took the field, and sold the idea to its 
policyholders. In two years some- 
thing like 50,000 inspections have 
been made and 30,000 spark arresters 
installed. The saving in losses the 
first year was more than half the cost 
of the arresters ; over a period of five 
years the investment will have proved 
to have been a wise one. 

On the other side, I recall a bitter 
fight we had in one of our legislatures 
over a bill to regulate the Rating Bur- 
eau in a manner that would have 
tripled the expense of operation. It 
all came about because the rate on a 
printing establishment had been in- 
creased to cover the hazard of a gaso- 
line can which the owner pitched out 
the back door the moment it was 
called to his attention. The inspector 
should have handled the matter in 
much the same way while on the 
ground ; had he done so, with an ap- 
propriate fire prevention lesson, he 
would have made a friend for the 
business instead of an enemy, and we 
would have saved a lot of grief and 
a lot of time. 








UNDERSTAND full well that a 

fire prevention campaign such as 
I have in mind will cost money—but 
even so we might better spend a mil- 
lion dollars to prevent fire than to 
spend a million dollars for ashes. 
More to the point, however, is to make 
an active fire preventionist out of 
every man who earns his living in the 
fire insurance business. If we can 
drive the lesson home to our own 
people, the balance of the job will be 
simple, for, sad to relate, we fire in- 
surance men, taking us by and large, 
are just about as careless as the rest 
of the world. I attended a fire pre- 
vention meeting a few years back 
which was made up wholly of insur- 
ance men. We were on the sixth floor 
of an office building and during the 
course of our conversations on the 
best way to make the public fire con- 
scious, we all but ruined a beautiful 
rug with our cigars and cigarettes. 
About the time we had satisfied our- 
selves with the work accomplished, 
we heard the fire department clanging 
under our window, and soon after 
the phone rang. It was one of the 
first floor occupants who in no un- 
certain terms informed us that some 
damphool had thrown a cigar out of 
the window and burned his awning 
up. Did I make it plain that this was 
the annual meeting of a State Fire 
Prevention Association ? 

Now I have courted Lady Nicotine 
in all her moods and fancies, with the 
exception of chewing snuff; but I 
am no longer a suitor because of a 
rebellious set of nerves; so I have a 
right to speak and I hold the opinion 
that if we could do something with 
the general run of smokers, we could 
make a sizeable dent in our loss ratio. 
‘ire prevention, my friends, means 
something more than resolutions—it 
is a movement that calls for the best 
we can give and if we fire insurance 
men are really in earnest about our 
jobs, we will go home and do some- 
thing about it. 

eee 

HIEN it comes to Expense, | 

know I am rushing in where 
angels fear to tread; because when 
we talk about expenses we are talking 
about agents’ commissions—Home 
Office expenses don’t count. Of 
course, you all know that I am a 
dyed-in-the-wool Mutual man; often 
in my ecstacy I feel that a man can 
hardly expect to get to heaven if he 
doesn’t carry Mutual Insurance—but 
in case you don’t know it, let me in- 
form you that the agency system is 
fast becoming an integral part of 
Mutual Insurance, so that when I am 
talking about agents’ commissions | 
am making no distinctions —I am 























talking about Mutual as well as 
Stock. Insurance has been my life 
work; I am now in my 4lst year in 
the business. I love it and I am some- 
what jealous of its good name. The 
business offers a wonderful oppor- 
tunity for service and the man who 
is willing to render it will be reward- 
ed in a fair manner as he should be; 
but I insist it is not a place of refuge 
for the wrecks of other lines of en- 
deavor ; nor a means of livelihood for 
the sons-in-law and _ brothers-in-law 
and uncles and aunts of those who 
have insurance to place; nor a part 
time job for bankers, real estate men, 
and lawyers. Insurance is a dignified 
business that calls for brains, tact, 
and a willingness to serve, and it 
should be in the hands of insurance- 
minded men who will not only write 
fair rules but who will live up to 
them. If insurance companies gen- 
erally would give more thought to the 
class of men they pick to represent 
them, and then see to it that they be- 
come insurance men in the best sense 
of the term, we would be able to rid 
ourselves of all those who have at- 
tached themselves to the business for 
whatever they can get out of it, and 
permit the man who renders real 
service to his customers a chance to 
make a fair living. When we get 
down to that basis, we can reduce 
commissions to a point where they 
will be fair to all concerned—and this 
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question of expense will then settle 
itself. But the business simply can- 
not go on carrying a crowd of people 
who render no real service for the 
money they receive. 

I often feel that we ourselves are 
responsible for many of the ills that 
beset the business, because we are 
such novices when it comes to public 
relations. We seem to be eternally 
fighting something or other instead of 
spending some of our time creating 
good will. Whenever any governing 
body wants a little extra money, it 
just slaps another tax on us; we fume 
and resolute, but we pay it. Now if 
there is one thing we must do both as 
citizens and insurance men, if we are 
going to protect our interests, it is 
take an active part in the life about 
us—golf is all right as a pastime 
but the world isn’t run from the golf 
grounds. 

Now when I say that Fire Preven- 
tion in a big way is the place for Fire 
Insurance in the Recovery Program, 
I couple it with Public Relations be- 
cause if we want the people back of 
us in any movement we start, we must 
go out and meet them where they 
live. We must become an active part 
of the civic life of every community 
in which we operate. Let us but do 
that, and I predict in ten years the 
Fire Insurance business in this coun- 
try will occupy the position which it 
is justly entitled to occupy. 
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ECOVERY to Casualty Insur- 
R ance companies spells the hope 
that by an orderly process and 
without artificial stimulus, ways may 
be found through the cooperation of 
all parties in interest to balance in- 
come and outgo and thus stop the 
substantial underwriting losses which 
have been incurred in the past few 
years, especially in the Workmen’s 
Compensation and Automobile lines. 
Note that we say through the co- 
operation of all parties in interest. 
Who are the parties in interest ? What 
are their responsibilities? How may 
they cooperate? In the first place we 
put the purchasers of insurance. Why 
give this interest priority you may 
ask. Because the purchasers pay the 
bill and also because individually and 
collectively they determine in large 
degree the amount of the bill. We 
shall later deal with the responsibil- 
ity of the purchasers and the ways in 


which they can lend their coopera- 
tion. 

In Workmen’s Compensation in- 
surance, an important party in inter- 
est is the workman. His share of re- 
sponsibility and the need for his co- 
operation is great. First, he owes it 
to himself and his dependents to work 
carefully—to work carefully always 
—not merely when he is confronted 
with a job of unusual hazard. He 
owes it to his fellow workmen to 
counsel them against dangerous and 
unsafe practices. If a supervisor, it 
is his duty to set an example in safe 
procedure and to constantly safe- 
guard those within the scope of his 
authority. Workmen of the honest 
and responsible type—and happily, 
they predominate — have an obliga- 
tion to ruthlessly attack those who 
would prostitute Workmen’s Com- 
pensation laws and jeopardize their 
continuance by malingering or in 
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other ways seeking to secure benefits 
which were not contemplated in law 
or to which they were not honestly 
entitled. 
eee 

Jig, ede in the category of parties 
. in interest come the Super- 
visory Departments of the States. 
These are divided into two classes— 
first the Insurance Department, which 
in all states are charged with the duty 
of maintaining the solvency of the 
Insurance companies and in many 
states required by law to approve the 
rates to be charged by the companies. 
Then we have the Industrial Commis- 
sions, whose responsibility it is to 
see that the provisions of the Com- 
pensation Laws are met in justice to 
the employee, his employer, and the 
insurance company. 

Dealing with the cooperative re- 
sponsibility of Insurance  Depart- 
ments, it is obvious that the primary 
responsibility of maintaining solvency 
is greatly influenced by the adequacy 
of the premiums which are available 
to the companies to pay losses and the 
necessary and legitimate expenses of 
the business; yet looking backward, 
we observe that some insurance de- 
partments have disapproved the rate 
levels proposed by the companies, 
have required lower levels to be estab- 
lished, and in consequence the com- 
panies have incurred a net under- 
writing loss, with adverse effect upon 
their solvency. The foregoing state- 
ment is not intended and must not be 
construed as a criticism of those in- 
surance departments which have rate 
supervisory authority; because it 
should be known that there are states 
in which no such authority in law 
exists—states in which the companies 
are permitted to make their own rates 
—and yet we find, in our backward 
look, that losses of substantial pro- 
portions have been incurred in such 
states. This condition illustrates the 
difficulty of workmen’s compensation 
ratemaking, particularly in a period 
when industrial conditions are abnor- 
mal and = subject to kaleidoscopic 
changes and when the experience of 
the past is not reflective of the condi- 
tions to be encountered or anticipated 
in the future. 

It can be justly said that if the 
supervisory officials had approved all 
rates proposed to them by the com- 
panies, the losses of the companies 
would have been substantially dimin- 
ished. Why did not the supervisory 
officials approve in all cases the rates 
proposed by the companies? One 
reason, and an important one, is that 
the purchasers of insurance objected 
to the proposed rate increases. In 
this connection it is pertinent to state 
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that one of the responsibilities of in- 
surance commissioners is to protect 
the citizens of their respective states 
against unreasonable rates. During 
the past few years when industry was 
operating at a loss, the purchasers of 
insurance were particularly sensitive 
to rate increases, and in all jurisdic- 
tions registered their opposition. The 
supervisory officials in such states 
were placed in a difficult position and 
sought to protect themselves by predi- 
cating their rate approval on estab- 
lished facts. Now since the estab- 
lished facts (that is, past experience ) 
are not necessarily indicative of pres- 
ent or future trends, it follows that 
if the specification of the law, name- 
ly—rates shall be adequate, is to be 
met, there must be regard for these 
trends and a disposition on the part 
of the supervisory officials to accord 
the ratemaking judgment of the com- 
panies a reasonable degree of consid- 
eration and confidence. We ask such 
officials to remember that the effort 
of the companies is not to recoup the 
losses of the past, but merely to se- 
cure approval of a rate level which 
will save us from loss in the future. 
We ask them also to remember that 
the rates as proposed by the com- 
panies and as made effective by the 
companies in those jurisdictions where 
there was no rate supervisory control, 
have nevertheless fallen short of pro- 
ducing adequacy. We ask them, 
then, at least until such time as ex- 
perience is in step with current con- 
ditions, to accord the rate making 
judgment of the companies sympa- 
thetic consideration. The companies, 
however, must deserve the considera- 
tion and confidence of the supervisory 
officials and should constantly strive 
for plans of ratemaking which will 
minimize the degree of judgment 
which enters into the rate formule. 


PON the Industrial Commis- 

sions rests a grave responsibil- 
ity. This responsibility is to insure 
justice to the claimant, policyholder 
and company. The law is presumed 
to be their guide. We feel that too 
often there is a disposition to allow 
sympathy and sentiment to predomi- 
nate in the determination of justice. 
We would not wish to be construed as 
holding that sympathy and sentiment 
should be ignored. As originally con- 
ceived, Workmen’s Compensation 
Laws were intended to put a stop to 
the litigation which had been so rife 
in the days of Employers’ Liability. 
But the record shows that there is a 
great deal of litigation in the admin- 
istration of Workmen’s Compensation 
laws and it is significant that much 
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of this litigation results in the rever- 
sal of decisions of Industrial Com- 
missions—which would seem to indi- 
cate that other elements than justice 
had entered into the determination. 
In fact, employers have complained 
that too many Industrial Commissions 
were regarding Workmen’s Compen- 
sation insurance as unemployment 
insurance. In justice to the insur- 
ance companies, it should be stated 
that very little of the litigation which 
has developed under Workmen’s 
Compensation Acts is chargeable to 
a disposition on the part of the com- 
panies to avoid their legal responsi- 
bility under such acts. No worthy 
company will deny that its responsi- 
bility is to accord justice to claimants. 
Any company which fails in this re- 
sponsibility should be subjected to 
appropriate penalty. It is sincerely 
hoped that all Industrial Commissions 
will lend their cooperation in the di- 
rection of according complete justice 
to the employer and the insurance car- 
rier, as well as to the claimant. 
Doctors and hospitals have an im- 
portant place in the cooperative plan, 
particularly in Workmen’s Compen- 
sation Insurance. Contrary to the 
view which is erroneously held by 
many, it is the policy of the well-man- 
aged casualty insurance company to 
avail itself of the best surgical and 
hospital treatment—this because ex- 
perience has demonstrated that such 
service is the least expensive. If the 
medical service is prompt and _ skill- 
ful, the prospect of early and complete 
recovery of the injured is enhanced. 
But it was not the intent of the pro- 
ponents of Workmen’s Compensation 
laws that doctors and_ hospitals 
should capitalize the situation and 
regard a compensation case as one in 
which they might charge all that the 
traffic would bear. It is frankly con- 
ceded that many doctors and hospitals 
were not justly treated by some insur- 
ance companies, which sought in too 
many cases to pare down bills; but 
no worthy insurance company in- 
dulges in such practice. The well- 
managed insurance company will 
cheerfully pay the rates current in the 
community for skillful service; but 
such a company will take issue with 
the doctor or hospital which shows a 
disposition to extend the service be- 
yond the point essential to the com- 
plete recovery of the injured or to 
exact a charge for such service which 
is out of proportion to the rate cur- 
rent. The company which did not 
demur at such practice would be dere- 
lict in its duty to its policyholders and 
would be responsible for an over- 
charge to industry, which, in the end, 
must be borne by the public at large. 





OCTORS and hospitals, then, 

are asked to believe that the 
worthy insurance company is honest- 
ly desirous of such medical and hos- 
pital service as will ensure the early 
and complete recovery of -persons in- 
jured in industry, and for such serv- 
ice will promptly pay reasonable 
charges. We ask doctors and hospi- 
tals to lend their cooperation by sep- 
arating the sheep from the goats. If 
there be insurance companies which 
indulge in unfair practices, let com- 
plaint be carried to the proper au- 
thority ; but let there be cessation of 
criticism of those companies which 
conscientiously seek to give a fair 
deal; and may we add that a respon- 
sibility of the worthy and respectable 
doctors is to rid their profession of 
those who are derelict in their observ- 
ance of the ethics. 

In justice, it should be said that 
the majority of doctors and hospitals 
hold fast to the ethics and lend splen- 
did cooperation to the insurance com- 
panies. The same is true of attor- 
neys but just as there are some doc- 
tors and hospitals who are unmind- 
ful of their moral responsibilities, so 
too are there lawyers who engage in 
practices which are detrimental to the 
interests of policyholders, claimants 
and companies. 

ee ee ® 

N the past few years, one com- 

munity after another has been the 
subject of so-called ambulance chas- 
ing investigations. These investiga- 
tions have developed in New England, 
in the South, on the Pacific Coast, in 
the Northwest, and point to a nation- 
wide activity. We find attorneys al- 
lied with claimants and policyholders 
of the criminal type, particularly in 
the prosecution of Automobile Lia- 
bility claims. The wonder is that the 
responsible and respectable lawyers 
through their associations do not take 
the initiative in purging their profes- 
sion of those who engage in nefarious 
practices. But too often the initia- 
tive is left to the insurance companies 
who are the intended victims of these 
practices. Our hope is that every- 
where the attorneys of the responsible 
and respectable class will lose no time 
in uncovering their fellows who are 
engaged in practices which bring dis- 
repute upon the profession, and elim- 
inate them from the situation. 

The salesman of insurance is an 
important party in interest. It is his 
responsibility, not only to serve his 
clients, but also to serve his company. 
The service of a salesman is not com- 
plete when he takes the order for in- 
surance, delivers a policy, and col- 
lects the premium. If the client be an 


Automobile policyholder, the sales- 



























Too Often Casualties are 


man should periodically remind the 
client that he in large measure de- 
termines the price which he shall pay 
for Automobile insurance, therefore, 
should impress upon him the impor- 
tance of safe driving. Furthermore, 
to the same end, the salesman should 
interest himself in all community 
movements which are initiated to pro- 
mote safe automobile driving. In 
Workmen’s Compensation insurance, 
the salesman should cooperate with 
the company to promote safety in the 
plant and workplaces. He should 
seek a respectable clientele and should 
be unwilling for the sake of dollars 
of commission, to procure insurance 
for risks which are undesirable either 
from a moral or physical standpoint. 
He should remember that he is a 
factor in determining the rates which 
shall be required of his customers. He 
should, on his own initiative, counsel 
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Coincident 


re 


With Fire Losses. 


termination of the insurance relation- 
ship if the policyholder within his ob- 
servation becomes unworthy either 
from a moral or physical standpoint. 
He should lend his aid to the company 
in the event that unreasonable de- 
mands are made upon the company 
by claimants. He should keep step 
with the developments in the business 
and in particular, should he place 
himself in a position to understand 
the reason for rate changes so that he 
may satisfy the demands from his 
clients for information on this point. 
Finally, he should recognize that his 
permanent success is dependent upon 
the satisfaction of his customers and 
his company. 
ee ®@ 

HE next and last party in inter- 

est is the company. In the face 
of the record of the past few years, 
it is necessary to remark that the legi- 
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timate function of an insurance com- 
pany is to make a reasonable profit. 
It is regrettable that purchasers of in- 
surance should too often look with 
suspicion upon the rates and rating 
plans of insurance companies. This 
attitude imposes upon the companies 
the responsibility of setting up their 
rates and rating plans in such form 
and from such bases as will eliminate 
all suspicion. The rating plans have 
developed over the years, and in too 
many cases are so involved and com- 
plicated as to be difficult of under- 
standing by the layman. The insur- 
ance companies owe it to themselves 
to review their plans to the end that 
they may be reduced to simplest and 
most understandable terms. In the 
process of review, it is the further 
duty of the companies to shape their 
plans so that they may appeal not only 
to the common-sense of the purchaser 
but also for their justice in the dis- 
tribution of the insurance cost  be- 
tween classes and individual risks. 
Admittedly we must reckon with the 
law of average; but at the same time 
there is opportunity and necessity 
for departure from the average in 
order to encourage such carefulness 
as will minimize the losses and reduce 
the rates. The companies must at all 
times remember that the interest of 
the purchaser of insurance is para- 
mount. His insurance needs must 
be met. Too often the situation to- 
day is that the company tells the pur- 
chaser what insurance he may have 
rather than accord him what he needs 
and wants. The company attitude 
must be changed; and in the process, 
we know that the supervisory offi- 
cials can and will lend their aid. The 
disposition to govern the business by 
rating organization or insurance de- 
partment dictum must be corrected, 
and can be promptly and effectively 
corrected if the approach is right and 
the cooperation sincere. 

Part of the suspicion which is di- 
rected at the rates of the companies 
is predicated upon the belief that the 
expenses are too high. Obviously it 
is the duty of a well managed com- 
pany to keep its expenses within the 
bounds of necessity and legitimacy ; 
but it is also the duty of the company 
to make it apparent to purchasers of 
insurance how much of the money ex- 
pended is for service in their behalf 
or in behalf of their employees which 
service, when effectively and co-op- 
eratively rendered, minimizes injury 
to human beings, provides for prompt 
and just treatment of those who may 
be unavoidably injured, and in the 
end results in a saving in loss and 
consequently in insurance cost. 
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Reverting now to the purchasers 
of insurance and their responsibilities 
and the ways in which they may co- 
operate. What is a loss in Work- 
men’s Compensation Insurance? It 
is an expenditure made as the result 
of an accident which has caused in- 
jury to a human being which, in turn, 
may have caused anguish to a fam- 
ily, economic loss to a community, and 
a loss to the employer which is not 
compensated by insurance. What 
greater obligation rests upon em- 
ployers than to minimize injury to 
human beings? There are some who 
say that accidents will happen; but 
among intelligent employers accidents 
are no longer thought of as inevitable. 
They are recognized as having causes 
which are susceptible to control. This 
recognition has not penetrated the 
consciousness of all employers; and 
surely it has not yet taken hold of the 
public at large in regard to accidents 
in the traffic field. Enough has been 
accomplished by individual employers 
and by certain communities to indi- 
cate what the possibilities are when 
all employers and all communities do 
their part. If there were no accidents, 
there would be no claims, and there- 
fore no losses. So from the selfish as 
well as the humanitarian standpoint, 
the most fundamental approach to 
the problem of how to reduce insur- 
ance cost is through the prevention of 
accidents themselves. 

ee @ @ 


A SOLEMN obligation rests up- 
on every employer to cooper- 
ate with his insurance company to 
minimize injuries to human beings. 
‘rom where we sit we observe acci- 
dents happening day in and day out 
which could have been avoided; and 
we also have an opportunity to make 
comparisons between individual risks. 
In one we find the employer—mean- 
ing the chief executive—actively co- 
operating with the company in the 
prevention of accidents to human 
beings. In another we find the chief 
executive no less interested than the 
first in the humanitarian aspect of the 
situation but less effective in his 
handling of the cooperative problem. 
We submit that no phase of business 
is more important to the employer 
than the human element ; and it is not 
sufficient to delegate the work and 
responsibility to a safety engineer. 
The top man in the organization must 
exert that influence which is most 
potent—his personal interest. 

It is a sad commentary that over 
the past decade, while the loss of life 
and limb in industry and the loss of 
life and injury to persons by auto- 
mobile has substantially increased, 
there has been a marked diminution 
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in property loss notably to fire insur- 
ance. Admittedly the fire insurance 
companies have initiated this result; 
but they would have been less effec- 
tive had it not been for the coopera- 
tion of the property owners and pub- 
lic officials. We of the casualty busi- 
ness ask for like cooperation from 
employers, automobile owners policy- 
holders of all classes, and public offi- 


cials. If this cooperation is forth- 
coming, then we may all subscribe to 
the slogan which has been set up by 
the Company which I have the honor 
to represent 


“AN INJURY PREVENTED IS A 
BENEFACTION ; 
AN INJURY COMPENSATED, AN 
APOLOGY.” 


Responsibilities of Life Insurance 
Companies 


Excerpts from An Address Before the Chamber of 
Commerce of the United States, 
May 3rd, 1934. 


By M. J. CLEARY 


PRESIDENT NORTHWESTERN Mutuat Lire INsur- 
ANCE CoMPANY, MILWAUKEE, WISCONSIN. 


HAT I have to say on this oc- 
\ \ casion represents my personal 

views only. I do not know and 
have not had opportunity to learn 
the views of other men in the busi- 
ness, and of course do not attempt to 
speak for them. 

I say in no spirit of ego that the 
record of life insurance in the United 
States over a period now approaching 
a century of time entitles it to speak 
on the conditions, problems and pro- 
grams of today. When I speak of 
its record I think in terms of its 
promptness, its service and its stabil- 
ity. Its record of prompt and full 
performance is unsurpassed by any 
other American institution. Its serv- 
ice has been broadly social, civic and 
economic. Its service to the indi- 
vidual and the family is not measure- 
able but it has been a potent and im- 
portant influence in the development 
of our civilization. Millions of our 
citizens, past and present, have had 
standards of living, peace of mind 
and opportunity for attainment that 
would not have been theirs if it were 
not for the service of the life insur- 
ance companies. This helped provide 
the kind of citizen that advanced and 
stabilized the nation. In the economic 
field that service has been wide-spread 
and more measurable. 

The companies gathered billions of 
dollars that were impotent, because 
they were small in number, in the 
hands of the individual policyholder. 
Assembled in the treasury of the com- 
panies they became a veritable reser- 
voir of energy to aid the development 
of the nation. They were poured in- 
to the development of the basic and 
essential projects and properties upon 
which our opportunity and prosperity 
have rested and must rest in the fu- 
ture. Billions have gone to the 
finance development and maintenance 


of agriculture. Other billions to 
finance homes and business develop- 
ments. Other billions went to finance 
the development and maintenance of 
essential transportation and commu- 
nication facilities. Then other bil- 
lions went to aid governments in pro- 
viding schools, highways, sanitation 
and recreation for our people. In 
times of need the life insurance dollar 
has come, as it did in the war and as 
it is today, to the aid and support of 
the government. It has sought serv- 
ice in essential social, economic and 
civic activities. It has not sought for 
big or easy profit in speculative 
spheres. It has been content with 
safety, a moderate return and an op- 
portunity for constructive service. 


he anyone conceive of an insti- 
tution public or private that 
has or could render more constructive 
service. A service that has benefitted 
the individual, society as a whole and 
the government itself. That service 
was efficient, economical and honest. 
The record stands as a tribute to pri- 
vate initiative and private manage- 
ment. That management did not pur- 
sue a laissez faire attitude. It has 
been alert and active in building and 
maintaining a service that met the 
need of the public. It has been alert 
and active in finding fields of invest- 
ment that were safe, constructive and 
promotive of the public welfare. I 
wish I might say that no one who 
relied upon it was disappointed. I 
can and do say that the percentage 
that have occasion for disappoint- 
ment is surprisingly and gratifyingly 
small. In the last 4% distressing 
years a trifling percentage of the life 
insurance in the American companies 
has resulted in loss to the owners— 
and that was but a partial loss. That 
loss where it occurred does not evi- 
dence weakness in the system but 
weakness in managements. 

During the same 41% years the 
American companies paid out to pol- 
icy-holders and beneficiaries, in cash, 























more than 13 billion dollars and dur- 
ing these same years increased their 
assets more than three and a half bil- 
lion dollars, 

In a measurable percentage of 
these cases the policy-holder could 
not obtain cash from any other source. 
These payments preserved families, 
they saved businesses and investments 
and they protected the public against 
a greater public relief burden. May 
I refer at this point to the moratorium 
of a year ago. The condition that 
resulted in that action by State Off- 
cials did not eminate from life insur- 
ance. It came from conditions out- 
side of and beyond the control of the 
life insurance companies. It cost no 
policy-holder a dollar. The most can 
be said, is that a small number of pol- 
icy-holders had to wait a few days or 
a few weeks at most, for their money. 

Today, the life companies are 
ready to meet the new opportunities 
and responsibilities and to carry out 
existing obligation with their strength 
intact and liquidity greater than at 
any time in their history. That is a 
fact in which we take pride. 

That record entitles, may I repeat, 
this institution to speak upon the 
problems and programs of today. Not 
because it has a selfish interest—it 
hasn’t—it is essentially and basically 
a non-commercial and non-profit mak- 
ing institution. Dut because millions 
—more than 60 millions—of our fel- 
low citizens have put their faith and 
their savings in the institution as a 
means of solving, in whole or part, 
the problem of providing for them- 
selves and their dependents. They 
have not been disappointed. Their 
hope of home, education and oppor- 
tunity for their children when they 
are gone rests upon this institution. 
By their sacrifice they assure a new 
generation with better standards, 
more intelligence and more: stability. 
They protect society and preserve the 
social structure. 

ee @ @ 


RESENT conditions and trends 

do cause those responsible for the 
direction and management of this 
vast enterprise of sacrifice and of 
thrift some concern. [| do not speak 
—nor would any of the other men 
occupying positions similar to mine, 
—with a personal or selfish view. 
These sixty odd million people who 
own these companies cannot speak 
for themselves. We are employed to 
act for them. 

Let me say here that I am _ not 
quarrelling with anyone—least of all 
those in public place who are giving 
all they have in an effort to solve 
problems that are numerous, deep, 
complicated and wide-spread in a de- 
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gree never before confronting this 
government. Rather, in my feeble 
way, I would like to help by crystaliz- 
ing and in some degree clarifying a 
phase of the situation that is of 
major importance. 

The life insurance companies are 
not great, rich, money-making cor- 
porations in the ordinary sense. They 
are essentially trustees, in each case, 
for the thousands of millions of pol- 
icyholders. Let us remember too that 
the vast percentage of these policy- 
holders are men and women of very 
moderate means confronted by the 
same problems that confront their 
neighbors. The payment of their 
premiums has and does represent 
sacrifice. The million, or half million 
or quarter million dollar policyholder 
is a rare individual. The average 
policy in the American companies is 
approximately $1500. The assets of 
the companies represent an average 
interest of little more than $300 per 
policyholder. 

The company receives the small, 
hard-earned sacrificial premium of the 
great mass. It issues its contract or 
policy agreeing to earn not less than 
a fixed rate of interest on that fund 
and to pay fixed sums to the insured 
or beneficiary according to the terms 
of the contract. The laws of the 
states specify the field of investment 
open to the companies. Our princi- 
pal must be safe and our earnings 
equal at least to the minimum ; prom- 
ised if we are to continue to meet our 
obligations. 

We may be and in fact are sympa- 
thetic with the problems of the indi- 
vidual or corporation to whom we 
loan these funds when interest and 
principal is due. I speak the truth, 
known to every man in the manage- 
ment of the companies and to thou- 
sands of others, when T say that long 
before governments interested them- 
selves in the problem of the debtor 
the life insurance companies were 
making a consistent and persistent ef- 
fort to find a solution of that prob- 
lem. The companies do not want 
any man’s home, farm or business 
property. In every way consistent 
with their obligation to their policy- 
holders they have tried to avoid own- 
ing these properties. But is there 
justifiable ground for urging or com- 
pelling us to accept less than the note 
or the bond calls for if the borrower 
is able to pay? Is there justifiable 
ground for telling us we can’t collect 
when the security is adequate to cover 
the debt? 

eee 


IFE insurance has been sympa- 
thetic and has cooperated with 
its borrowers and with public authori- 
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ties in an effort to relieve the debtor. 
We will continue that sympathetic 
cooperation. But there is a point be- 
yond which we should not be asked to 
go and beyond which we cannot safely 


go. As managements, charged with 
the responsibility of a trustee, what 
right have we to accept less than the 
amount due if the security is adequate 
to provide that amount? 

In a legal sense this money belongs 
to the Company. In a truer sense it 
belongs to the policyholder. Is there 
a moral obligation to take less? 
Smith, the farmer, saved and sacri- 
ficed to pay the premium, so did 
Brown the clerk and Jones the den- 
tist. We loaned their money to 
Thomas the farmer, or Gage who 
built an apartment house or to the tax- 
payers of Detroit or some other city 
to build schools or parks or something 
else. Do the morals of today demand 
that the three careful, thrifty citizens 
who saved to protect themselves, their 
dependents and society, give part of 
it to these borrowers who can pay, 
or who gave security adequate to pay 
it? Ts it good morality or good pub- 
lic policy to encourage that view- 
point? Paying debts is never par- 
ticularly pleasant or easy, and it will 
be less so if personal pride, conscience 
and a proper sense of obligation are 
eliminated. TI am afraid we have al- 
ready gone too far in that direction. 

Is that the only way or the best 
way to solve the problem of the 
debtor? Very often a better answer 
can be found if the will to find it 
exists and a real effort is made. The 
man who adopts this harder course 
and succeeds will be happier. We 
ought to encourage that view in the 
interest of a better and happier citi- 
zenship and in justice to the fellow 
who has tried to help himself. 

There is another trend of thought 
and action at the present time that 
gives some of us concern. The com- 
panies have put billions into trans- 
portation, communication and _ utility 
enterprises designed to render a nec- 
essary local and national service. 
There was direct or implied assurance 
by governments that these enterprises 
would be protected in their right to 
do business and to earn a sum justify- 
ing these investments. Again let me 
say these funds represent the hard 
earned savings of millions of citizens. 
Isn’t there at least a strong moral ob- 
ligation upon governments to make 
good on that assurance? 

Today we see situations in which 
the assurance that led to these invest- 
ments disregarded. In fact, tempt- 
ing subsidies are being offered to local 
governments to impair values and to 

(Continued on Page 28) 
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ASSISTANCE.-To sell F.I.A. insurance to a mutual assured successfully - not 
merely take the order - the agent or broker must appreciate that he has at 
least four obstacles to overcome. 

He must be sure that the assured thoroughly understands the F.I.A. proposal, 
believes in it, agrees with it and then acts favorably on it. 

An experienced F.I.A. representative can be of great assistance to the agent 
or broker in overcoming these obstacles. 
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F.1.A. NEGOTIATIONS FOR STOCK COMPANY RISKS.-In connection with a risk now 
insured in Stock Companies, the F.I.A. does not enter negotiations until a 
joint application is received from every agent or broker eg any of the 
insurance - oanets some one or more agents or brokers fu 3 : = 


authorit p al) former authorizationsAaind also os h_ satisfac 
he easles 


t and most satis actory method of nandling these cases is upon 
receipt of a joint application from every agent or broker interested. 

Unfortunately for Stock Companies and the F.I.A., many times it is difficult 
to get the joint application until it is too late. 






















ONE MORE CHAPTER OF AN OLD STORY.-Recently a desirable risk was insured in 
Stock Companies through three agents. Mutual competition developed and was 
discovered by one of the agents. This agent was able to get one of the other 
two agents to join him in an application to the F.I.A., but the third agent 
would not join, feeling confident that the line could be held direct and a 
larger commission obtained that way. 

When his policies were returned for cancellation this third agent then took 
the part of "sour grapes", and stated that he was satisfied the line could 
not have been held for Stock Companies under any conditions or by anyone. 
The final result,of course,is another desirable risk obtained by the mutuals. 
EMERGENCY SERVICE.-One of our representatives was notified late one after- 
noon of impaired protection at an F.I.A. risk. He proceeded immediately to 
the plant. To make the repairs necessitated shutting sprinklers off certain 
buildings. This plant was operating nights and our representative asked tc 
have the operations in two rooms shut down and a hose line run into these 
rooms from one of the hydrants. 

The superintendent offered no objection to laying the hose line but he did 
not want to shut down operations in the rooms. The hose line was laid. The 
Superintendent continued to argue as to the necessity of shutting down the 
operations. He argued that no fires would start in these rooms. 

Whiie the discussion was going on and before the sprinklers had been snut 
off, a fire started in one of the rooms. Fifteen sprinkler heads operatea 
(they were in commission), the hose line which had already been laid was 
used to good advantage and the resultant loss was very small. 

The Superintendent states that our representative will never have to argue 
with him again in a case like this. 


"F. |. A» SERVICE IS BETTER SERVICE” 


Sa aURUNRNCEEAN NN I ACSIMILE of a sales pamphlet issued by the Factory Insurance =——--—- 














aon Association of Hartford, Conn. The ringed portions show plainly 


—____—————__ the method by which an attempt is made to meet competition by = ——— 








cutting rates to discriminate in favor of risks which have shown 
signs of considering other types of carriers. 


SEE EXPLANATORY ARTICLE ON OPPOSITE PAGE 
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Unfair Discrimination and Stock 
Company Sprinklered Risks 


N the opposite page there is a 
O photostat of a bulletin issued 
by the Factory Insurance Asso- 
ciation, an organization of stock fire 
insurance companies located at Hart- 
ford, Connecticut. The bulletin, ap- 
parently addressed to agents and 
brokers, discloses that the fire insur- 
ance companies are unfairly discrim- 
inating against their own _ policy- 
holders. This is done by charging 
varying rates on property in the same 
classification, the premium not being 
based upon the character and degree 
of the hazard of the risk, as it should 
be, but upon the nature and the in- 
tenseness of the mutual competition 
to which the individual risk is sub- 
jected. The stock companies in the 
Factory Insurance Association cover 
sprinklered risks at one rate when 
there is no competition, while other 
risks in the same classification, in 
connection with which there is mu- 
tual company competition, are charged 
varying rates, usually much lower, 
merely because the stock companies 
stand a chance of losing the business. 
Under this plan the fact that the 
risk is sprinklered, or otherwise pre- 
ferred, makes absolutely no differ- 
ence. If it is on the books of the 
stock companies, safe from competi- 
tion, the manual rate is applied. The 
minute evidence is presented by the 
agent or broker that there is active 
mutual competition, the rate is low- 
ered. Apparently the fact that this 
manipulation of rates is the worst 
sort of unfair discrimination is of no 
concern to the stock interests. Tribute 
is exacted in the form of higher rates 
from the policyholders who remain 
loyal, and no relief is granted unless 
the risk seeks to better its position 
by looking elsewhere for the necessary 
coverage. : 
ee @ @ 
HE second and third para- 
graphs of the bulletin are par- 
ticularly illuminating, for therein it 
is definitely stated that the Factory 
Insurance Association will not enter 
negotiations with a risk, with a view 
to lowering the insurance rate, unless 
there is “SATISFACTORY EVI- 
DENCE OF ACTIVE MUTUAL 
COMPETITION.” 

Every risk in a given classification 
should be treated alike, and one classi- 
fication is presumed not to benefit at 
the expense of another. In New 
York state where rates are regulated 
and unfair discrimination is prohibited 
by law, examiners of the Insurance 





Department in their report on their 
inquiry into the methods of the New 
York Fire Insurance Rating Organi- 
zation, dated June 1, 1932, strongly 
condemned practices such as are here 
disclosed, and declared that they were 
“unable to ascertain any valid reason 
for exempting these low rated risks 
from the application of the rating 
rules which are applicable to risks in 
general, thus discriminating in their 
favor and against other risks which 
do not meet the qualification require- 
ments”; and further, “moreover, the 
rule appears to be in violation of the 
provisions of Section 141 of the In- 
surance Law regarding unfair dis- 
crimination. Obviously competitive 
conditions do not constitute a valid 
basis for differentiation in rating 
rules.” 
ee @ @ 


O other evidence than this F.1.A. 
LN Bulletin is needed to demon- 
strate the value of mutual competi- 
tion to the commercial interests of 
this country, although many further 
reasons can be given why it is advis- 
able for insurance buyers generally 
to insure their risks in mutual car- 
riers. Even those policyholders who 
are with the stock companies are 
benefited by mutual competition. It 
certainly is clear that risks which de- 
sire to remain with the stock com- 
panies can profit by mutual competi- 
tion, through reduced costs. It is 
only necessary to call up a mutual 
agent, or solicitor, and ask him to 
present the mutual proposition. Al- 
most immediately the stock policy- 
holder can then secure the benefit of 
reduced rates from the very stock 
company in which his risk has been 
carried. It is his own business, of 
course, if, after his discovery that the 
l‘actory Insurance Association is will- 
ing to reduce his rate on that basis, 
he is foolish enough to continue plac- 
ing his confidence in an institution 
which has been milking him during 
all of the period he has been loyal to 
that form of protection. but, cer- 
tainly his business judgment may be 
questioned if he continues to pay 
more for his insurance than his own 
competitors do, who are engaged in 
the same line of business and whose 
risks are no better. This bulletin, too, 
is interesting for its disclosure that in 
thousands of cases stock insurance 
fails to stick on its so-called ‘“‘merits”. 
Resort has to be taken to unfair dis- 
crimination in order to hold the busi- 
ness. Stock insurance representa- 
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tives glibly talk about “cheap” insur- 
ance, but no further evidence of the 
cheap character of their own opera- 
tions is needed than the facts revealed 
herein which show such an unethical 
treatment of their own policyholders. 
eee 

UTUAL agents and _ solicitors 

are urged to direct this F.1.A. 
Bulletin to the attention of every 
stock insured risk in the sprinklered 
classification in the country; as a 
matter of fact, to every mutually in- 
sured risk as well. To the former 
this will be rendering a_ service 
through the extension of the benefits 
to be obtained from the competition 
of mutual fire insurance companies. 
To the latter, there will be presented 
another reason why a risk should 
stay with the mutual companies in 
spite of the cut rates offered by the 
stock carriers. 

And furthermore, this disclosure 
makes plain, at least one of the rea- 
sons, why stock insurance is opposed 
to rate regulation by the insurance 
departments of the various states. 


Economic Boop Boop a Doop 

ECENTLY the Detroit Associa- 

tion of Insurance Agents en- 

joyed the insurance spotlight 
through the sponsorship of a special 
program. It was a gala day for the 
producers since the occasion attracted 
six of the big-shot stock executives 
who loomed large on the insurance 
horizon and uttered great words ol 
wisdom which were gratefully and 
gleefully absorbed by the boys on 
commission. 

These days no meeting is free from 
some sort of pronouncement on eco- 
nomics. The Detroit gathering was no 
exception. Idward Milligan, [’resi- 
dent of the Phoenix of Hartford, in 
discussing the big drop in stock insur- 
ance premium volume, unburdened 
himself on the subject of mutual com- 
petition and economics. Here in part 
is what he had to say: 

“Mutual competition is one of the bug- 
bears of the business at the present time. 
It is not easy to convince the large insur- 
ers of the value of a ‘live and let live’ 
policy in the placing of fire insurance. Too 
often they look only at the initial cost and 
forget the many factors favorable to stock 
insurance—the maintaining of inspection 
and audit bureaus and the many other 
services rendercd by stock companies to 
protect and conserve the property of their 
assureds, including the fine work being 
done along many lines by the National 

soard and the vast amount of missionary 
work in fire prevention done both by agents 
and field men. 

“Any economic need for the mutuals 
was worn out long ago. They exist today, 
not to fill an economic need, but to supply 
lucrative positions for a limited number of 
men.” 


| 
| 
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Such a discourse on the subject of 
mutual competition is not at all un- 
usual, especially at an agency meet- 
ing. It is always an interesting topic, 
whether or not the speaker knows 
anything about the subject. Mr. Mil- 
ligan, in spite of the fact that he is a 
snugly compensated executive of a 
pretty good insurance company, from 
his remarks appears to know as little 
about mutual competition as the av- 
erage stock orator. 

However, our only excuse for pub- 
licizing the gentleman to this extent 
is to call attention to this gem among 
economic precepts which he handed 
down to the producers. 

“ANY ECONOMIC NEED FOR THE MUTUALS 
WAS WORN OUT LONG AGO, THEY EXIST 
TODAY NOT TO FILL AN ECONOMIC NEED BUT 
TO SUPPLY LUCRATIVE POSITIONS FOR A LIM- 
ITED NUMBER OF MEN, 

With that profound statement these 
hundreds of lucratively paid mutual 
executives, wherever they may be, 
undoubtedly will discharge their many 
chauffeurs, sell their Rolls Royces 
and wind up the affairs of their com- 
panies. 

It’s a long time since Mr. Milligan 
so profoundly laid down economic 
doctrine. The last time anything was 
heard from him on this subject was 
quite a number of years ago in his 
testimony before the Illinois Insur- 
ance Commission, which was investi- 
gating the insurance business in the 
state, when he said: 

“Speaking for the companies, for the 
fire insurance companies, I should say that 
the reduction of the fire waste would not 
be a profitable thing. I think, Mr. Chair- 
man, that, as a business, fire insurance is 
conducted by companies—like the one I 
represent—with most satisfaction and with 
larger profits in the years when fires are 
plenty; a good number of fires means a 
good premium account.” 

Of course, Mr. Milligan was only 
a vice-president then—he’s a presi- 
dent now—but his reasoning on the 
subject of economics has not improved 
with the years, nor with his position. 
All economic doctrines to him are un- 
sound unless they uphold the propo- 
sition that stock fire insurance com- 
panies shall always remain undis- 
turbed and charge what they please, 
and that any competition is economic- 
ally unjustified. 

The fact that mutual companies ac- 
tually save large sums of money to 
the insuring public each year, and 
have done so ever since 1752 is, of 
course, most disturbing to the poor 
old stocks. And the mutuals’ pres- 
ence in the field keeps rates lower 
than they otherwise would be. 

Readers are referred to another 
page of this issue for further enlight- 
cnment as to stock company econom- 
ics. That article discloses how mu- 
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tual competition actually saves money 
for stock company policyholders. 





Movies pray As 
Evidence? 


THE UNITED STATES LAW WEEK FOR 
APRIL 17 CONTAINS AN EXTENSIVE 
review of the authority on the ques- 
tion of the admissibility of motion 
pictures of a plaintiff taken without 
his knowledge and showing the lim- 
ited nature of his injuries. Three 
lines of decisions were noted with re- 
spect to the use of motion pictures as 
evidence. One group is to the effect 
that motion pictures, because of in- 
herent weakness and technical diffi- 
culties peculiar to them, should not 
be admitted as evidence. Another 
holds that their admissibility is a 
question to be decided in the discre- 
tion of the trial court, and that the 
judge’s ruling will not be disturbed. 
The third group of authorities, and 
they are submitted as the most nearly 
correct in principle, holds that in 
many situations it is reversable error 
to exclude the evidence of motion pic- 
tures because they are entitled to pre- 
cisely the same consideration as other 
types of evidence. In addition to the 
cases the treatment given the subject 
by leading text writers and the com- 
ments of the authors of articles in 
legal periodicals are noted in the Law 
Week Brief. 


The ' ‘Municipal Seakenpiey” 
Bill 


OW engaging wide attention in 

financial circles is House Bill 
5950 which was recently passed by 
the Senate of the United States. 
Briefly, this is an att to provide 
municipalities with a means of re- 
shaping their obligations in such man- 
ner that the result is generally re- 
garded as “going into bankruptcy.” 

The proponents of the bill vigor- 
ously deny that bankruptcy is con- 
templated and plead for their propo- 
sition on the ground that municipal 
financing is now in a state of chaos 
from which some orderiy exit must 
be provided. 

Those opposed assert quite as 
stoutly that the bill is unconstitutional, 
that it violates our American tradi- 
tions of sound finance, that it would 
set a dangerous precedent, that it’s 
effect would be to depress the price 
of all municipal securities even of the 
highest grade and that it is the open- 
ing wedge for the introduction of the 
idea of repudiation. 

The bill with the McCarran amend- 
ments provides, according to Senator 





Neely of West Virginia (as reported 
in the Congressional Record) as fol- 
lows: 

“Any distressed taxing district may file 
a petition in a court of bankruptcy stating 
that it is insolvent or unable to meet its 
debts as they mature and that it desires to 
effect a plan of readjustment of its obliga- 
tions. The petition shall state that a plan 
of readjustment is filed with it, and that 
the creditors of the taxing district owning 
not less than 51 per cent in amount of the 
bonds, notes, or other evidence of the in- 
debtedness of the taxing district affected 
by the plan, excluding certain obligations 
owned or controlled by the district in its 
own right, have accepted the plan in writ- 
ing. 

“The petition shall be accompanied with 
the written acceptance and with a list of 
all known creditors of the taxing district, 
together with their addresses, so far as 
known, and descriptions of their respective 
claims. The petition shall also show the 
names and addresses of those who have 
accepted the plan of readjustment. The 
judge of the court in which the petition 
is filed shall enter an order either approv- 
ing or disapproving it, in accordance with 
the merits or demerits of the case. If 
creditors holding 5 per cent in amount of 
the obligations of the petitioning district 
shall, within 90 days after the first publi- 
cation of the notice provided for in the 
bill, appear and controvert the facts al- 
leged in the petition, the judge shall decide 
the issue thereby presented, and unless the 
material allegations of the petition are sus- 
tained the petition shall be dismissed. 

“Upon approving the petition, or at any 
time thereafter, the judge shall require 
the taxing district to give such notice as 
he may deem proper, to all creditors of the 
taxing concern, and cause publication of 
the notice to be made at least once a week 
for 3 successive weeks of a hearing to be 
held within 90 days after the approval of 
the petition for the purpose of consider- 
ing the plan of readjustment filed with the 
petition, and any modification thereof 
which may be proposed. 

“The plan of readjustment shall not be 
confirmed in any case until it has been ac- 
cepted, in writing, by, or in behalf of 
creditors of the petitioner whose claims 
have been allowed, holding two thirds in 
amount of the claims of every class, which 
will be affected by the plan, and by credi- 
tors holding 75 per cent in amount of the 
total claims against the taxing district af- 
fected by the plan. But it shall not be 
requisite to the confirmation of the plan 
that it be accepted by any creditor whose 
claim is not affected thereby, or by any 
creditor whose claim, under the plan, shall 
be paid in cash, in full.” 

Also speaking for the bill were 
Senator McCarran of Nevada and 
Senator Vandenberg of Michigan. 
the opposition being represented 
chiefly by Senator Van Nuys of 
Indiana and Senator Hastings of 
Delaware. Organizations on record 
as “es the bill are: 

American Bar Association. 

American Bankers Association. 

Chamber of Commerce of the U. S. 

National Fraternal Congress, rep- 

resenting fraternal societies with 

8,000,000 members. 

5. National Association of Credit Men, 
representing 20,000 manufacturing, 
wholesaling, and banking institutions 

(Continued on Page 27) 
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N this wien my is reproduced a leaflet which is currently being cleculitied 
| by stock insurance agents in the States of Virginia, North Carolina and lowa. 
It is interesting to note that it carries no mark of identification, although the 
magnanimous organization or generous soul who published it heralds ''truth'’ as 


the guiding motive. 
s “dangerous” 
any company or agent." 


THE LEAFLET 


A Short Study 
of Mutual 
Hive Insurance 











Some reasons why the plan is dangerous 

and has ruined many property owners. 

No reference is made to any particular 

company and no wish exists to injure the 

business of any company or agent; only 
a wish to show the truth. 

















“TRUTH IS RIGHT, AND RIGHT 
WRONGS NO ONE.” 


A Short Lo. of Mutual Fire Insurance 


Page 2 


Question 1. 

When a person enters a mutual fire 
insurance company is he liable for more 
than his own proportion, or share of its 
debts? 

Answer: 

\s fast as this question is reaching the 
courts of last resort of the United States, 
they are deciding that he is. 


In the case of Krugh vs. Lycoming 
Fire Ins. Co., Vol. 77 Penna. St. Re- 
ports, page 15, the court decided that 


members are liable as partners. 

The court in the case of Shubrick vs. 
Fischer, 2 Dessauss Eq. (S. C.), page 
148, follows the same doctrine. 

Many other cases in many 
cide the same way. 

It is needless to say that 
ner is liable for the entire 


states de- 


“Teach part- 
indebtedness 











The failure to name any particular mutual company which 
is explained away by the expression of the wish not to 


"injure 





of the firm,” for this rule is too well 


known, 


“Qne is even a party to illegal acts of 
the mutual company, by reason of his 
membership,” so the cases of Lycoming 
Fire Ins. Co. vs. Newcomb, 1 Leg. 
Chron, (Pa.) 9; and 12 N. J. Ea. 133, 
enunciate. 

It is held in the cases of Sands vs. 
Bontwell, 26 N. Y. 233, Cooper vs. 
Shaver, 41 Barb (N. Y.) 151, and 
Stockley vs. Hartley 12 Pa. Sper. Ct., 
628, that a member is liable to the ex- 
tent of the liability of the company— 
the mutual company’s entire indebted- 
ness! 


Question 2. 


Has any officer, or agent, of a mutual 
company power to guarantee to a mem- 


ber that his liability shall not exceed 
any certain amount? 
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Answer: 


Neither officer, agent nor member can 


limit the liability of a member of a 
mutual company. His guaranty, if he 
made one, would be worthless. See the 


cases of Moore vs. Lupfer, reported in 
32 Pitts. Leg. J. (Pa.) 366 and cases 
cited. Other states are following this 
decision. At whose expense may the 
next decision of this kind be made? Do 
you think it would pay to risk it? 


Question 3. 


How long does the liability of every 
member of -mutual company last? 


Answer: 


Until the courts wind the company up 
and until all debts, court costs, receiver- 
ships and attorney’s fees are paid. 


\ member is liable even after his prop- 
erty has burned, or his policy cancelled, 
and even after the company has been 
dissolved, if he has property which can 
be reached and subjected to the mutual’s 
debts for which the law makes him 
security. See following cases: 

Commonwealth vs. Mass. Mutual Fire 


Ins. Co., 112 Mass., page 116; 

Alliance Mutual Ins Co. vs. Swift, 10 
Cush. 433; 

North Car. Mutual Ins. Co. vs. Powell, 
71 N C. 389; 

Sterling vs. Mercantile Mutual Ins. 


Co., 36 FP. St: 75; 
Me. 86, and others. 


96 Towa 114; 64 


also, 
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enediin 4. 

Is there a lien put on a person’s prop- 
erty when he enters a mutual fire insur- 
ance company? Can that lien be enforced 
and his property sold to pay the lien? 
Answer: 

Nearly every state has passed a law 
to that effect. 


Sec. No. 4889 of Statutes of Indiana 
declares every mutual policy a lien on 
the building insured and on the land 
Sec. No. 4890 provides such lien may be 
enforced! Sec. 4891 provides that the 
land and buildings may be sold to satisfy 
the lien. This lien is no better than a 
mortgage. The whole thing is like going 
another man’s security and putting a 
mortgage lien on your property to secure 
his debt! 


A mutual company may borrow money 
and give its notes (secured by your land) 
therefor, or it may sell, transfer and 
assign your notes for same. (32 N. Y. 
591; 30 N. Y. 218; Orr vs. Mercer County 
Mutual Fire Ins. Co. 114 Pa. St., page 
387; Lycoming Fire Ins. Co. vs. New- 
comb, 1 Leg. Chr. (Pa.) 9; 4 Leg. Gaz. 
409; and others, sustain this doctrine.) 
This is in the scope of its authority and 
you cannot question acts of its officers 
or agents within scope of authority! (179 
Ill. 361; 122 Pa. St. 291; 154 Pa. St. 200.) 


Is there a surer way of getting other 
people’s hands in your pockets? 


If in doubt, consult your lawyer. 
e ee ® 


NASMUCH as the leaflet above 

referred to asserts in bold face 

type that “TRUTH Is RIGHT, AND 
RIGHT WRONGS NO ONE”, it is difficult 
to understand why the statements 
were not really specific in naming 
companies or groups of companies. 
In fact, in legal circles the sponsor of 
such methods would quickly find him- 
self generally avoided. 

One reading the pamphlet readily 
understands why it bears a number 
(517) in fine type on the back page 
rather than the name of the distribut- 
ing organization. It is so patently un- 
truthful that it naturally is important 
that responsibility be avoided under 
cover of the cloak of anonymity. 

However, in two instances in the 
territory mentioned the names of the 
insurance agencies, local in operation, 
were rubber-stamped on several of 
the copies which have been picked up 
and sent to this Journal. Obviously, 
however, the agents did not prepare 
the copy but accepted it on faith. It 
does seem sometimes that a great 
many agents care nothing about 
whether or not the material used i 
reliable, their only interest being in 
whether or not it is useful competi- 
tively. 

The so-called “study” is not new— 
it has been used before in other states 
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—but within the last thirty days this 
Journal has had requests from its 
readers that the study’s misrepresen- 
tations and falsehoods be laid bare in 
more detail than was done when the 
leaflet was circulated in various of 
the other localities several years ago. 
ee ¢ ® 


N the very beginning on the front 
I page of the leaflet it is stated that 
the mutual plan of insurance “has 
ruined many farmers.” The claim is 
unsupported and, without doubt, un- 
true. Just why it was made is not 
clear unless the “study” was written 
for the purpose of attacking only 
those mutual fire insurance companies 
which insure farm property. This 
explanation, however, is not  satis- 
factory in view of the fact that it is 
characterized as “A Short Study of 
Mutual Fire Insurance” not as a “A 
Short Study of Farm Mutual Fire 
Insurance” and by the further fact 
that it is circulated among dwelling 
house owners and commercial inter- 
ests in cities. 

The leaflet is perhaps purposely 
vague so as to leave some sort of a 
loophole for the benefit of those who 
may use it in solicitation and find 
themselves under cross examination 
by the prospect. 

The bulk of the farm property in 
the United States which is insured is 
covered by farm mutual fire insurance 
companies. The carriers are small 
units operating locally, in the major- 
ity of cases, in a territory covered by 
a single county or less. The number 
of policyholders in each of these 
companies is not great when com- 
pared with the number insured in 
state or nation-wide operating organi- 
zations but, in most cases, it is suffi- 
cient to give a good spread. This 
method of insuring farm property 
when the companies are organized 
and managed by the farmers them- 
selves, has been very successful. A 
great many of these companies are 
very old and have covered the same 
property for generations. The av- 
erage cost of this protection to the 
farmer has been exceedingly small. 
As a matter of fact, none of the large 
stock nor, for that matter, general 
writing mutual companies can any- 
where approach the low cost of these 
local farm companies or associations. 
Generally, they operate on a different 
plan than do the mutual fire corpora- 
tions organized to serve the town, city 
and commercial interests of the na- 
tion and the two classes of companies 
are so widely different in their or- 
ganization, management and methods 
of operation as to make it necessary 
to discuss them separately. Suffice 
to say here that the small farm com- 
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pany is commonly known as an “as- 
sessment mutual’, collecting a small 
deposit at the time a risk is entered on 
the books and then levying assess- 
ment periodically to take care of the 
losses as they occur. As has been 
said, the plan has been eminently 
successful, a very large number of 
these companies being from sixty to 
one hundred years old. The owner 
of each risk is known to the other 
policyholder and the plan, as to them, 
is truly a cooperative one in the full- 
est sense of the term. 


N the other hand, the general 

writing mutual fire companies 
are not associations nor partnerships. 
They are corporations—distinct cor- 
porate entities—there being no_ pri- 
vity of interest between policyholders. 
The relationship of the policyholder 
is not one with the other, but with 
the company. They are organized, 
licensed and operate under the laws 
of the various states, report to and 
are supervised by the state insurance 
departments, issue standard policies 
at rates known in advance, maintain 
legal reserves and adequate surpluses 
and are modern in every respect. The 
statutes under which they operate are 
not antiquated—in most states they 
are under uniform laws approved by 
the National Convention of Insurance 
Commissioners and passed or amend- 
ed at varying times, in most states 
usually within the last twenty years. 


To get back to the leaflet, the so- 
called “study”, by its phraseology, 
seeks to indict the “plan” of mutual 
insurance and attempts to do so by a 
series of questions to which are ap- 
pended self-serving answers pre- 
sumably supported by decisions of the 
courts of last resort in,the various 
states. 


The attorney who prepared the 
brief answer previously published 
prefaced his remarks by the follow- 
ing patent observation : 


“One of the nuisances to which lawyers 
have long been resigned is that of the 
text books or briefs which mass a great 
array of authorities in the form of cited 
cases, but which cases, if read, suggest no 
slightest connection with the matter on 
which they are cited. The detached sen- 
tences and phrases found in the footnotes 
of even carefully prepared law books, es- 
pecially where common terms are used in 
a sense peculiar to the law, can easily be 
misinterpreted by one exploring beyond 
his depth and thrilled with the hope of 
startling discovery. When such a one, 
with no knowledge of the cases cited, 
undertakes to set them up as authority 
for his own conception of what was 
meant by the textwriter or annotator, 
the results are likely to be indeed start- 
ling, even if they can hardly be called 
discoveries.” 


HE use of cases in this fashion, 

as employed in the leaflet, is a 
rather common method of attempting 
to support false conclusions, the 
writer of such pamphlets being secure 
in the knowledge that the buyer of 
insurance is neither equipped nor in- 
clined to take the time to read the 
cases for himself. The citations look 
impressive and, if the insurance buyer 
knows Agent Bill and Agent Joe and 
feels that they would not deliberately 
mislead him, he may attach to the 
cases a credibility to which their use 
does not entitle them. The interest- 
ing thing about the leaflet in question 
is that the cases used, with perhaps 
but one exception, utterly fail to sup- 
port the self-serving answers to which 
they are appended. 

Let us, therefore, examine the 
questions and the answers, and par- 
ticularly the cases used to support 
the answers. 

Question No. 1 follows: ere 

“When a person enters a mutual fire in- 
surance company is he liable for more than 
his own proportion, or share, of its debts?” 

Answer: 

“As fast as this question is reaching the 
courts of last resort of the United States, 
they are deciding that he is.” 


The answer is really ludicrous 
when one realizes that the cases cited 
in support were decided, the first in 
1874, the second in 1802, the third 
in 1872, the fourth in 1858, the fifth 
in 1863, the sixth in 1862 and the 
seventh, Stockley v. Hartley, in 1900. 
In other words, the question is being 
decided affirmatively so rapidly in the 
courts of last resort in the various 
states that the author of the leaflet had 
to go back from thirty-four to one 
hundred and thirty-two years to find 
decisions to support his premise ; and, 
what is all the more ridiculous, not 
one of the cases actually does so but, 
it might be said, they, in general, hold 
the reverse of the propositions which 
they are cited to support. Let us re- 
mind the reader further that the cited 
cases involve statutory law not ap- 
plicable to the companies doing busi- 
ness today and involve companies 
which, at that time, operated under a 
plan which is very rarely followed 
today excepting in the case of a very 
few isolated farm cooperatives. 

ee @ ® 

IT us examine the first case— 

that of Krugh vs. Lycoming Fire 
Insurance Co., 77 Pa. St. Rep. 15, 
decided in 1872, The case was de- 
cided in the Court of Common Pleas 
of Wyoming County, Pennsylvania— 
not the Supreme Court of the State, 
as asserted, but in the lower court— 
and it has no weight as authority. 
Nevertheless, the facts are these. The 
defendant was insured in the com- 
pany, he paid for his insurance, not 
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in cash as is done in the present day, 
but by turning over to the directors 
a premium note for $234. As losses 
occurred the directors had authority 
to call for payments on the note as 
required but, in any event, they could 
not call for more than $234. Subse- 
quently, a call was issued for a 1242% 
payment on the note and the defend- 
ant refused to pay, whereupon the 
company very properly secured a 
judgment against him. It is plain 
that this case does not support the 
proposition enunciated in the ques- 
tion and answer for the assessment 
on the note was considerably less than 
could have been called for and there, 
of course, was no suggestion whatso- 
ever of any further or greater liabil- 
ity. 

The court did say as a side remark, 
that the members of the company 
were associated “in a manner .partak- 
ing of the nature of limited or special 
partners.” And the analogy is apt, 
since a limited or special partner is 
one who is liable on the partnership 
debts only to a fixed and agreed 
amount which he has contributed to 
the partnership fund. 30 Cyc. 753. 
So instead of the court in this case 
holding that the mutual policyholder 
was liable for more than he agreed 
to pay in the policy contract, it held 
the reverse. 

ee @ @ 


N' IW let us consider the hundred 
and thirty-two year old case— 
that of Shubrick vs. Fischer (1802). 
The policy sued on was issued in 
Colonial times, the year 1777, by the 
South Carolina Insurance Company. 
Several persons, including the defend- 
ant, formed the company to write 
marine insurance by subscribing cer- 
tain amounts and filing agreement to 
contribute ratably if more money 
were needed to pay losses. There 
was absolutely no limitation on the 
liability to contribution. The case 
naturally had to do with a partner- 
ship which had never purported to be 
anything but that, and had never been 
incorporated under any charter or 
statute. The court naturally held that 
the members of a partnership were 
partners. Any application of this 
case to present day conditions is ut- 
terly out of place, for the day of part- 
nerships as underwriters of insurance 
is as antiquated as the stage coach 
and the slave trade. States which 
feared that partnerships might be 
again organized at a later day to en- 
gage in the insurance business have 
prohibited it by statute. 

The statement in the leaflet that 
“Each partner is liable for the entire 
indebtedness of the firm,” is a correct 
statement of one of the principles of 
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partnership, but has no application to 
mutual insurance companies for the 
simple reason that they are not part- 
nerships. It is inserted where it ap- 
pears in the leaflet simply to mislead. 

Three other cases are cited as as- 
serting an unlimited partnership lia- 
bility. The two New York cases, 
Sands vs. Bontwell, 26 N.Y. 233 and 
Cooper vs. Shaver, 41 Barb. 151, had 
to do with assessments for less than 
the amount to which the member’s 
contingent liability had been limited 
by his contract. There was no sug- 
gestion of any liability beyond the 
limitation found in the policy. In 
Stockley vs. Hartley, 12 Pa. Super. 
Ct. 628, it was held that the company 
losses for which a member could be 


assessed were the losses sustained 
while he was a member. 
a * 2 


HE case of Lycoming Fire In- 

surance Company vs. Newcomb, 
1 Leg. Chron. (Pa.) 9, also reported 
in 4 Leg. Gaz. 409, was decided in 
1872, not in the Supreme Court of 
Pennsylvania but in the Court of 
Common Pleas of Wyoming County, 
and is similar to the preceding Lycom- 
ing case. Like Krugh, in the former 
case, this defendant turned over to 
the directors, not cash, but a note for 
$234 and a 124%2% assessment was 
made against the note. The defend- 
ant refused to pay and the company 
obtained a judgment. He contested 
the assessment on the ground that the 
company violated its charter by dis- 
counting certain notes. The conten- 
tion was answered by the court in 
two ways. One, that it was within 
the power of the company to discount 
notes in order to raise money under 
its general power to loan money ; two, 
that the defendant could not raise 
the point of violation of the charter, 
collaterally, in an action of this kind. 
There is nothing whatsoever in the 
decision holding that a member is a 
party to the illegal acts of a mutual 
company. It is well understood that 
companies doing business have the 
general power to borrow money. 
That is what was done in this case 
but the defendant in order to avoid 
paying, not $234 which he agreed to 
pay, but 124%2% of that amount, ques- 
tioned the company’s authority to 
horrow money just as a means of 
avoiding payment. 

Under the same heading, reference 
is made to a case merely referred to 
as 12 N.J. eq. 133. This is the case 
of the Trenton Mutual Life and lire 
Insurance Company vs. McKelway. 
It was decided in 1858. The com- 
pany was not authorized by charter 
or statute to raise a guaranty capital 
fund. Nevertheless it did raise such 
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a fund by subscription to the amount 
of $150,000. The defendant, Mc- 
Kelway, had contributed a note for 
$200,000 (not cash) secured by a 
mortgage. The company called for 
payment of the note and it was re- 
fused. Whereupon suit was brought 
by the company to recover. The court 
held, naturally enough, that the com- 
pany could not recover because it had 
no right in the first place to accept 
the note for such purpose. Having 
no authority to raise a guaranty cap- 
ital fund, it could not proceed to do 
so. This case, as in the other in- 
stances, lends absolutely no support 
to the proposition asserted. 
eee 

HE latest case under Question 

No. 1 cited in the leaflet is that 
of Stockley vs. Hartley. Here is an 
opinion handed down, not by the 
Supreme Court but by the Superior 
Court, of the State. It involved the 
Peoples Mutual Live Stock Insurance 
Company, which was in receivership. 
The company was an assessment mu- 
tual writing insurance on live stock 
and the action was to cover an as- 
sessment levied by the receiver. The 
assessment was for an amount less 
than that which the policyholder had 
agreed to pay. He sought to escape 
payment by asserting that the assess- 
ment was excessive and also that he 
was no longer a member of the com- 
pany. The court held that the assess- 
ment was not excessive and that the 
defendant was liable to assessment 
for such losses as were incurred while 
he was a member. There is no sug- 
gestion whatsoever in the other cases 
cited that a policyholder or member 
of the company is liable to the full 
extent of the company’s liability. 

Question No. 2. 

“Has any officer, or agent, of a mutual 
company power to guarantee to a member 
that his liability shall not exceed any cer- 
tain amount?” ; 

Answer: 

“Neither officer, agent nor member can 
limit the liability of a member of a mutual 
company. His guaranty, if he made one, 
would be worthless. See the cases of 
Moore vs. Lupfer, reported in 32 Pitts. 
Leg. J. (Pa.) 366, and cases cited. Other 
states are following this decision. ‘At 
whose expense may the next decision of 


this kind be made? Do you think it would 
pay to risk it?” 


OW there is an answer for you. 

And just what is meant by the 
question is rather vague. Of course, 
officers or agents of a mutual com- 
pany cannot modify or renounce a 
contract at will, any more than the 
officers or agents of a stock company 
or any other kind of a corporation 
can do so. Of course members can 
limit their liability by means of the 
policy contracts which they make. 
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They are constantly doing so and the 
limitation as fixed by the contract has 
repeatedly been held by the courts to 
be the absolute limit of the member’s 
liability. That is what a written con- 
tract is for—to define the obligations 
and the relationship of the parties to 
it. With this qualification the propo- 
sition is not only accepted but carried 
still further. No representative of a 
mutual company can either limit or 
extend the liability of a member. In 
the cited case of Moore vs. Lupfer, 
32 Pitts. Leg. J. (Pa.) 366, handed 
down in 1902 by the Court of Com- 
mon Pleas, again not the Supreme 
Court, the Court refused to hold bind- 
ing upon the company and the other 
members, the secret and oral agree- 
ment by one of the officers, that a 
particular member would not be re- 
quired to pay more than a certain 
part of his contract liability. The 
rights and obligations of every mem- 
ber of a mutual company are fixed 
by his policy contract and cannot be 
modified by any officer for the benefit 
of any individual member. There is 
no room for favoritism in the mutual 
plan of operation. 

This proposition as stated in the 
pamphlet is so hopelessly absurd that 
it is no wonder that no intelligent per- 
son will assume responsibility for it. 
The general proposition is one setting 
forth a legal principle repeatedly 
enunciated by the court in connection 
with all kinds of corporations and 
business transactions and one need 
not go back thirty-two years to find 
that kind of decision. 

Question No. 3. 

“How long does the liability of every 
member of mutual company last?” 

Answer: 

“Until the courts wind the company up 
and until all debts, court costs, receiver- 
ships and attorney’s fees are paid. 

“A member is liable even after his prop- 
erty has burned, or his policy cancelled, 
and even after the company has been dis- 
solved, if he has property which can be 
reached and subjected to the mutual's debts 
for which the law makes him security.” 

ee ee ®@ 
A ND then four cases are cited to 
support this proposition, which 
is stated in the involved manner which 
the stock partisan would like the sit- 
uation to be, but which, unfortunately 
for him, it is not. 

Apparently what the question and 
answer are trying to get at is, that a 
policyholder in a mutual company al- 
ways remain liable for an assessment 
of an unlimited amount, or to the ex- 
tent of all that he owns in the way of 
property, no matter when he became, 
or ceased to be, a member of the com- 
pany, no matter what the nature of 
his contract, etc. A member of a 
mutual company can be assessed only 
for liabilities incurred while his in- 
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surance is in force, but only in ac- 
cordance with the terms of the con- 
tract. Unless otherwise provided by 
statute, or charter, an assessment may 
be made within a reasonable time 
after termination of membership for 
the purpose of meeting losses sus- 
tained while the insurance was in 
force. 32 C.J. 1217. Many of the 
states have statutes which cut off lia- 
bility to assessment one year after 
termination of membership. Most 
of the important mutual companies 
have a provision in their charters to 
the same effect. 
But let us examine the fire cases 
cited—all of them very old decisions. 
Commonwealth vs. Mass. Mutual 
Fire Insurance Co., 112 Mass., 116, 
was handed down in 1873. It was 
held that an insolvent company, which 
had cancelled all its policies, is still 
under the duty to assess upon those 
who were members for losses that oc- 
curred during their membership. 
The case also held that a party whose 
policy was cancelled before insolvency 
was entitled to a return premium. 
ee @« ® 
N (MEROUS propositions are set 
forth in this question and an- 
swer but there is no indication which 
of the various propositions the cases 
are presumed to support. As was 
said in our previous answer, it is ob- 
vious that the time when a liability 
is incurred is confused with the time 
of its enforcement. To the extent of 
the definite amounts set out in the 
policy, or, under the older system, 
to the extent of the premium note 
given when the policy was first taken 
out, every member can be assessed 
pro rata, and only pro rata, to provide 
the company with funds for the pay- 
ment of losses incurred while his pol- 
icy was in force. Any liability to 
assessment is fixed at the moment his 
own instrrance coverage is ended, 
whether that be by expiration of the 
term, by a total loss, by the retire- 
ment or suspension of the company, 
or by the cancellation of his policy. 
The company, or a receiver for the 
company, has a reasonable time there- 
after to ascertain the assessment lia- 
bility of each member and to spread 
and collect the assessment. The cited 
case of Commonwealth vs. Mass. 
Mutual Fire Ins. Co., 112 Mass. 116, 
states, in common with all other 
cases on the subject, that the cancel- 
lation of the policy and the insolvency 
of the company do not prevent an as- 
sessment to enforce the policyholder’s 
admitted liability, to the extent as- 
signed in its policy, to provide for 
losses incurred while he was still a 
member. This same proposition and 
a further finding that there had been 








a proper assessment are all that can 
be found in the cited cases of North 
Carolina Mutual Life Ins. Co. vs. 
Powell, 71 N. C. 389 and Sterling vs. 
Mercantile Mutual Ins. Co., 32 P. St. 
75, in each of which cases the limit of 
the member’s liability was the amount 
of his premium note. These decisions 
were handed down in 1852, 1874 and 
1858 respectively. 

The citation, 96 Iowa 114, is the 
case of Corey vs. Sherman and in the 
same case on rehearing, 98 Iowa, the 
decision discusses almost everything 
in the law of insurance except the 
proposition cited by the leaflet. 
Among other things, it was held that 
a member could be relieved of any 
liability upon a proper showing that 
he was induced to become a member 
through fraudulent misrepresenta- 
tion; that he could not in any event 
be assessed to provide for payment 
of losses on unauthorized policies is- 
sued on the stock company plan to 
those who did not become members of 
the company; that he could not be 
assessed to provide for losses of any 
sort unless incurred while he was still 
a member; and that even a proper 
assessment for such losses must be 
limited to the annual installment of 
his premium note. 

This case was decided in 1895. 


N none of the five cases is there 
even mention of any claim that a 
member became, under any circum- 
stances, a surety for the obligations 
of the company, or that his property 
could be subjected to claims against 
the company, or that he could be 
assessed to provide for any losses not 
incurred during his membership, or 
that he could be assessed, even for 
this purpose, beyond the amount of 
the assessment liability which he had 
expressly assumed. 


None of these cases passed upon 
what constitutes a reasonable time 
after the termination of membership 
within which to spread and collect 
an assessment, although in all of them 
it was done within a few months. 
Had they laid down any such rule, it 
would have been of no consequence 
now, since they are all quite ancient 
cases. At the present day, the time 
allowed for this purpose, usually one 
year, is fixed by statute, or the Ar- 
ticles and By-Laws of the company 
and incorporated in the policy. 

We presume that this question is 
propounded on the basis of the stock 
agent having built up the premise that 
mutual companies are prone to fail- 
ure, This is another one of the pet 


misrepresentations on the subject of 
The mutual plan 


mutual insurance. 

















has a far superior record of survival 
than has the stock, or for that matter 
any other type of insurance carrier, 
the survival percentage of mutuals 
being better than twice as great as 
that of the stocks. 
Question No. 4. “Is there a lien put 
on a person’s property when he enters 

a mutual fire insurance company ? 

Can that lien be enforced and is his 

property sold to pay the lien? 

Answer: “Nearly every state has 
passed a law to that effect.” 

Then the leaflet goes on to men- 
tion certain sections of the statutes of 
Indiana purporting to support this 
generalization. 

As we did previously, we ask “A 
lien for what?” A lien is but a means 
for enforcing an obligation. If there 
is no liability, there can of course, be 
no lien. Evidently, the writer of the 
leaflet did not even read the Indiana 
statute, or else he deliberately mis- 
represented the situation. The Indiana 
statute is old law dealing with the 
earlier deposit note system and pro- 
vides only that a deposit note may be 
made a lien on the property insured, 
if the extent of the liability and the 
creation of the lien are expressly cited 
in the policy. It will be difficult to 
find even such a provision as this in 
the statutes of any of the other states 
except as to distinctly local farm com- 
panies doing business on the pure 
assessment plan. A Kentucky statute 
makes the agreed contingent liability 
a lien in case of cooperatives, but this 
is a form of association which has 
even less resemblance to mutual in- 
surance companies than have stock 
companies, for they are not corpora- 
tions at all. 

The proposition is not truthfully 
stated. It is written in such a manner 
as to directly assert that the majority 
of states have passed lien laws, and 
that by insuring in any mutual fire 
insurance company a lien can be en- 
forced upon the policyholders prop- 
erty. None of the states where the 
pamphlet is currently being circulated 
have lien laws even for the small 
assessment farm companies, so when 
the leaflet is distributed in those states, 
it is false even as to that type of or- 
ganization. @ @ e 


E then come to the last state- 
ment that “a mutual company 
may borrow money and give its note 
(secured by your land) therefor, or 
it may sell, transfer and assign your 
note for same.” And then a number 
of cases are cited, one decision having 
been handed down in 1865, the second 
in 1864, the third 1886, the fourth 
1872 and the last in 1889. 
As previously said, as to the power 
of a mutual company to borrow 


money, which every corporation must 
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do, there can, of course, be no ques- 
tion although there has been con- 
siderable conflict as to whether such 
a company has the power to discount 
the premium notes obtained from the 
members. We can see no reason why 
the mutual companies should not be 
conceded this power as was done in 
the cited cases of Wood v. Welling- 
ton, 30 N. Y. 218, Orr v. Mercer, 
County Mutual Fire Ins. Co., 114 
Pa. St. 387 and Lycoming Fire Ins. 
Co. v. Newcomb, 1 Leg. Chron. 9. 
Of the other cases cited, Kohler v. 
Beaver, 122 Pa. St. 291; Peoples Fire 
Ins. Co. v. Gross 154 Penn. St. 200, 
contain only a statement of the ele- 
mentary principle of corporation law 
that the management of every cor- 
poration has been confided to its duly 
elected officers, acting within the 
limits of the powers conferred upon 
them by the articles and by-laws of 
the company, and that an individual 
member cannot challenge the neces- 
sary exercise of their discretion in per- 
forming their duties without a show- 
ing of fraud or gross mistake or neg- 
ligence. These, like all of the other 
cases cited to support the various 
propositions and which do not support 
those propositions, are antiquated. 
They deal only with the premium 
note system, which is no longer used, 


and they merely and very properly 


hold in those cases where premium 
notes were used in place of cash to 
pay insurance premiumis that the com- 
pany could sell the notes to raise 
money to pay losses. 


All of the cases have thus been 
analyzed excepting the case of White 
v. State 179, Ill. 361. This case is 
one involving an appeal from a con- 
viction of burglary. It has no rela- 
tion to insurance whatsoever but, 
nevertheless, is as apt a citation as 
any of the others found in the leaflet. 


The manner in which these ques- 
tions and answers are phrased, and 
the method used to support the con- 
clusions by the citation of cases, is 
but an example of the loose credence 
which can be placed upon the state- 
ments of the average stock insurance 
agent, especially when he is con- 
fronted with some real competition. 
It cannot be expected that they can 
possibly know very much about mu- 
tual insurance. It is the rare case in 
which it is found that the agent knows 
very much about his own contracts or 
the insurance which he attempts to 
sell. It was asserted at one of the 
recent legislative hearings that an 
agent seeking to pass a qualification 
examination in answering the ques- 
tion “What is a blanket policy” re- 
plied “It is a policy covering bedroom 
furniture”. This, is just about as ac- 
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curate as the statements made by the 
author of the “Study of Mutual Fire 
Insurance” in the leaflet now being 
circulated by various stock insurance 
agents. 


e e@ ® 

T is really unfortunate that the 

prospect who is confronted with 
statements of this kind does not have 
the information readily available 
whereby he can put the agent on the 
spot, and expose either his ignorance 
or his ulterior motive. 

The information is so unreliable 
and inaccurate that apparently even 
the anonymous Committee on Educa- 
tion and Publicity would not admit 
sponsorship. We wonder what or- 
ganization is hiding behind the num- 
ber 517. 





(Continued from Page 22) 


The bill was passed as amended 
by the Senate, with the roll call re- 
sulting in yeas 45, nays 28, as 


follows: 

YEAS—45 
Adams Dieterich McKellar 
Ashurst Dill McNary 
Austin Duffy Neely 
Bachman Erickson Norris 
Bailey Fletcher Nye 
Bankhead Frazier Pittman 
Barbour George Pope 
Black Gibson Reynolds 
Bulkley Harrison Robinson,Ark. 
Byrnes Hatch Sheppard 
Caraway Hayden Smith 
Connally Johnson Steiwer 
Coolidge Kean Stephens 
Copeland Logan Vandenberg 
Couzens McCarran Wagner 

NAYS—28 
Borah Hatfield Schall 
Brown Keyes Thomas, Okla 
Byrd Lonergan Townsend 
Capper Long Tydings 
Carey McGill Van Nuys 
Clark O’Mahoney Walcott 
Davis Overton Walsh 
Goldsborough Patterson White 


Gore Robinson, Ind. 
Hale Russell 

NOT VOTING—23 
Barkley Hastings Norbeck 
Bone Hebert Reed 
Bulow King Shipstead 
Costigan La Follette Thomas, Utah 
Cutting Lewis Thompson 
Dickinson McAdoo Trammell 
Fess Metcalf Wheeler 
Glass Murphy 


At the time of going to press the 
bill. was in conference awaiting fur- 
ther action. 














Editorial 
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to surety bonds, are attempting to 
secure enabling legislation permitting 
them to take care of their own re- 
quirements. They are faced in con- 
nection with this effort, with the op- 
position of the surety companies to the 
passage of the necessary legislation. 
Their experience in this regard fur- 
nishes a perfect analogy to what the 
National Banks of this country will 
experience, if the bill under discus- 
sion passes, and the only competition 
they are now able to use to their own 
advantage (which is through the co- 
operation of London Lloyds) is re- 
moved. 
ee @ ®@ 


S far as the mutual companies 
A are concerned, the stock com- 
panies have failed to accomplish 
their purpose in embarrassing or 
eliminating mutual operations in the 
various states. But this would not 
discourage the monopoly from exact- 
ing, or attempting to exact, tribute 
from the National Banks. If the 
Neeley Bill should pass, and the Na- 
tional Banks were unable to secure 
the necessary coverage from any 
other source than from those stock 
companies which sponsor its passage, 
they would, of course, have to bow to 
the dictation of the companies as to 
terms and extent of coverage, or else 
do without the protection. It is not 
unfair to assume that any bank, 
which met with the displeasure of the 
surety monopoly, would find its 
source of supply cut off, just as the 
monopoly tried to cut off the source 
of supply of the mutual fire and cas- 
ualty companies. 

Another way in which the surety 
clique could use this monopolistic 
power would be in connection with 
the other insurance requirements of 
the various banks. For example, in 
making loans on property, the banks 
require, as collateral, fire insurance 
policies covering the property on 
which the loan has been made; the 
surety companies having a monopoly 
on the surety business for the banks 
could very well refuse to furnish cov- 
erage to those banks which accepted, 
as collateral security, policies of fire 
companies other than those approved 
by, or affiliated with, the surety 
clique. It is a well known fact, too, 
that some banks maintain insurance 
departments which act as agencies for 
certain companies. With monopolis- 
tic powers such as this bill would 
give, the surety group could likewise 
refuse to furnish coverage to Na- 
tional Banks which represented non- 
approved insurance companies. 
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BVIOUSLY, the National Banks 

would be without recourse, ex- 
cepting to organize a company of 
their own. If they should adopt 
this form of relief, the surety monop- 
oly might find the Neeley bill a boom- 
erang. Obviously more business 
would go to the new company than 
now goes to London Lloyds, and, in 
addition, the new company would be 
in a position to compete with the 
monopoly for business, other than 
banking business, in the various states 
in the country. 

There is no doubt that the sincerity 
of the proponents of the bill can be 
successtully challenged. It is a fair 
question to ask if they meant what 
they said when they told the Senate 
Committee that the competition of 
[.loyds would not be objected to if 
that organization were qualified in 
the various states on the same basis 
as other carriers. If this were strictly 
true it would seem that they would 
be willing to assist in passing legis- 
lation which would make it possible 
for Lloyds to qualify, rather than op- 
pose such efforts whenever and 
wherever made. To those viewing 
the situation from the impartial 
standpoint, it would seem that the 
Neeley bill should not be passed, fur- 
ther bestowing monopolistic powers 
upon the stock surety companies, until 
such time as enabling legislation has 
been secured, making it possible for 
both mutual companies and Lloyds 
to enter into competition for this 
business. Only in this way will those 
who need this form of coverage be 
adequately protected, although some 
relief might be had if all of the states 
passed legislation strictly regulating 
surety rates and conferring upon the 
various supervisory authorities the 
power of approval. ' 

American institutions, including 
mutual fire and casualty companies, 
perhaps would not complain if the 
only institutions to suffer by legisla- 
tion of this kind were unlicensed 
alien organizations, although, cer- 
tainly it is a shortsighted policy for 
any country to disregard the rights 
of institutions from countries beyond 
its borders. But when, as in this 
case, other American institutions 
stand to suffer, as the National Banks 
will be made to suffer, if the bill is 
passed, then those interested in free 
and open competition, on the basis of 
the American principle of fair play, 
should go to work and make their 
views known to the Congress. 


The Journal of American Insurance will 
bring you authoritative articles on a variety 
of subjects every month . . . $2.50 per year. 





Life Insurance 
(Continued from Page 19) 
reduce if not destroy the earnings 
necessary to liquidate these loans. 
This is justified on the ground that it 
is in the interest of the general pub- 
lic. Can that view be maintained ? 
I contend that it can not. Who is the 
general public? The sixty odd mil- 
lion people who own the policies of 
the American life insurance com- 
panies and the other millions who are 
the beneficiaries are in fact the gen- 
eral public. They are to be taxed to 
provide the subsidy and the other 
capital required to duplicate and im- 
pair ot destroy the value and earning 
power of institutions in which their 
savings are invested. That policy is 
neither equitable or economically 

sound. 

Thrift and saving on the part of 
the individual citizen is a necessity if 
we are to have stability in the indi- 
vidual, the family and the nation. The 
life insurance companies have been 
and are today the greatest vehicles for 
thrift, saving and self help that we 
have developed in this country. They 
have invested a part of the funds of 
their millions of policyholders in the 
securities of these necessary, public 
serving enterprises. Other millions 
of our citizens have directly or 
through other agencies made similar 
investments. If these investments 
were made in the last quarter of a 
century the investor was told or 
knew that these enterprises were as- 
sured the right to do business and to 
earn a fair or fixed return. Can we 
afford to shake confidence and weaken 
the incentive to save and accumulate 
by nullifying that assurance ? 

Let me touch briefly on another 
factor in the present situation. The 
management of life insurance has not 
been a free agent. The states have 
prescribed in great detail the provi- 
sions of our contracts. They have 
substantially fixed the rate we can 
charge for the benefit we promise. 
They have fixed the class of security 
in which we may invest the funds re- 
ceived from the policyholder. They 
have fixed a minimum rate of inter- 
est that we must earn upon those 
funds. Equity and sound public pol- 
icy demands that we be afforded an 
opportunity to meet the obligation 
assured under those contracts. To do 
so we must have an opportunity to in- 
vest and earn as contemplated and re- 
quired by the contracts. 

ee @ ®@ 
N closing, let me say with all due 
modesty that here is an institution 
with a record of performance and 
stability unsurpassed by any other 


(Continued on Page 29) 
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‘Dangers Of Self-Insurance 


A NUMBER OF RECENT LOSSES IN 
SCHOOL PROPERTY ARE BEING QUOTED 
as proof that self-insurance by a 
municipality or other public body is 
a dangerous policy. A $99,000 fire 
loss to a school building in Fall River, 
Massachusetts, indicates the fire haz- 
ard that exists in older types of build- 
ings. Other recent school losses have 
occurred at Farmington, Missouri, 
where the damage done amounted to 
$50,000; Rockford, Illinois, $60,000 ; 
Bainbridge, Pennsylvania, $50,000; 
and Shamokin, Pennsylvania, $75,000. 
A few weeks ago an uninsured school 
at West Springfield, Massachusetts, 
burned and the cost of replacement 
will fall on the shoulders of the tax- 
payers. 

The following statement by the 
National Board of Fire Underwriters 
has a good deal of point: 

“If a citizen carefully insures his 
private property he is entitled to the 
same protection for property that he 
owns jointly with all other citizens of 
his municipality. It is unfair for city 
officials to subject him to the possi- 
bility of replacing such property 
through another assessment. The city 
officials, if they are responsible for the 
financial protection of municipal 
property, should not jeopardize that 
property without the knowledge and 
consent of all the taxpayers, who, if 
they are informed of the number and 
extent of school fires, seldom would 
consent to dispensing with sound stock 
company* fire insurance.” 


*EDITORIAL NOTE—Of course the words “or 
mutual” also belong at this point. 


Washington Forbids 
Deviation 


THE SUPERIOR COURT OF WASHING- 
TON HAS DENIED THE NORTH WESTERN 
National Insurance Company the 
right to put a straight 20% deviation 
on all classes of risks into effect in a 
decision handed down Friday, April 
13. The deviation from the rates of 
the Washington Surveying and Rat- 
ing Bureau was filed with the state in- 
surance department several weeks 
ago and was rejected by Insurance 
Commissioner William A. Sullivan on 
the grounds that it was not in line 
with the uniform rate level established 
by the department and was not justi- 
fied and would precipitate a rate war. 
The company brought action for a 
writ of mandamus to compel accept- 
ance of the filing, giving evidence in 
the hearing that it wrote only pre- 
ferred risks and could afford to give 
the discount in rates. 

The court based its opinion upon 
the previous decision in the action of 
the Continental Insurance Company 
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against H. O. Fishback, late insurance 
commissioner, in which he sustained 
the right of the Commissioner to re- 
ject deviation filings when they might 
lead to a rate war. 





CASUALTY 
NEWS «ee 


Mutuals Advance In 
Auto Field 


THE MUTUAL COMPANIES MADE 
THEIR GREATEST STRIDES DURING 1933, 
according to a tabulation which covers 
the business of all companies who re- 
ported to the New York Insurance 
Department, and which was made by 
Joseph J. Magrath, chief of the Rat- 
ing Bureau of the New York Depart- 
ment. The tabulation shows that the 
mutual companies made great gains 
in premium income while the stock 
companies were showing losses, and 
that both the expense and loss ratios 
of the mutual companies were sub- 
stantially below those of their com- 
petitors. The entire compilation, was 
published by the New York Journal 
of Commerce on April 26. It ex- 
plains on its face why mutual com- 
panies can pay dividends. 

In 1930 the mutual companies had 
12.2% of the total automobile pre- 
miums. In 1931 it had risen to 13%, 
in 1932 to 14.6% and in 1933 to 
16.6%. It can be seen that the trend 
toward the mutuals is accelerating 
and these figures indicate that 1934 
will be the best year in their history. 

Mutuals had a loss ratio of 37.6% 
in 1933 as compared with 40.2% in 
1932. This compares with a loss 
ratio of 50.9% for the stock casualty 
companies. 





Compulsory Auto Inspection 


EIGHT STATES, ALL IN THE EAST, 
NOW REQUIRE MOTORISTS TO HAVE 
their cars inspected periodically. 
These states are Connecticut, Dela- 
ware, Maine, Maryland, Massachu- 
setts, New Jersey, Pennsylvania and 
Virginia. The inspection applies to 
brakes, lights and steering mechan- 
ism, The extension of this plan 
throughout the country might do 
much to cut down the terrific toll 
taken by automobile accidents annu- 
ally. 

eo @ @ 


Reduce Chicago Auto 
Theft Rates 


NATIONAL AUTO 
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an average reduction of 26% in au- 
tomobile theft insurance rates, effec- 
tive May 1, in the Chicago territory. 
The reduction was ordered in recog- 
nition of the success of the drive in- 
stituted by States Attorney Courtney 
against automobile thievery and fake 
claims for insurance. 

Each make of car will have a cer- 
tain percentage reduction, based on 
the experience in that particular type 
of automobile. The variation of re- 
ductions is said to be from 11 -to 35 
per cent. 

A survey by the Chicago Crime 
Commission showed a daily average 
of 103 cars stolen in 1932 while dur- 
ing the first three months of 1934 the 
daily average was 45, or more than 
50 per cent less. Up to April 25, 
1934, at midnight, there had been 
5,183 cars stolen in Chicago, com- 
pared to 9,028 in the same period 
during 1933. 


Life Insurance 
(Continued from Page 28) 


American enterprise. For nearly a 
hundred years it has met the strain 
of wars, epidemics, financial, agricul- 
tural and business distress. It stands 
today at the end of four and a half 
years of unequalled disturbance with 
its strength intact, its liquidity un- 
usual and its ability to serve unim- 
paired, It represents potential estates 
of one hundred billion dollars and 
current assets of more than twenty 
billions—the hard earned savings of 
more than sixty million people. 


It represents good citizenship—the 
type of citizen who has a sense of re- 
sponsibility to his creditor—he wants 
his debts paid—the type that has a 
sense of responsibility to society— 
he wants to provide for those he 
leaves—and to his family, give them 
opportunity to be self-supporting. 

It has cooperated and will coop- 


erate in the solution of our national 
problems. Its character, its obliga- 
tions and its vital importance in the 
social and economic structure should 
not be misunderstood when it is asked 
to cooperate in relieving the other 
fellow. 
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Hardware Mutual 


(Continued from Page 12) 


ment Mutual Fire Insurance Com- 
pany, Owatonna, Minnesota. 

The Improved Risk Mutual group 
includes in addition to the three com- 
panies in the Federal group, fifteen of 
the prominent mutual fire insurance 
companies in the country. 

Commenting on the first quarter of 
1934, President Grant states, “The 
Company wrote more new business 
during the first quarter of 1934 than 
during any similar period in its his- 
tory. Assets of $5,341,254 and Sur- 
plus to Policyholders totalling $2,446,- 
374 established new high records. It 
is becoming more evident every day 
that property-owners are turning to 
the participating companies for their 
fire insurance.” 


JoURNAL OF AMERICAN INSURANCE 


Insurance Conference of 
American Management 
Association 


OW in progress as this magazine 

is mailed is the Insurance Con- 
ference of the American Manage- 
ment Association being held at Atlan- 
tic City. The foreword in the pro- 
gram sets forth the purpose of the 
meeting as follows: 

Until the American Management Asso- 
ciation established its Insurance Division 
there had been little or no opportunity for 
the buyers of insurance to discuss their 
problems of insuring with security nor 
did the insurance companies have an op- 
portunity to get the buyer’s point of view 
except through personal contact. The in- 
surance managers of many of the largest 
corporations of America now attend the 
Insurance Conference. 

The program includes: 











Office Building of Hardware Mutual Fire Insurance Company of Minneapolis 


Texas to Consider Auto Police 


THE STATE BOARD OF INSURANCE 
COMMISSIONERS OF TEXAS HAVE SET 
May 15 for a hearing on automobile 
insurance matters, 


Uniform automobile insurance pol- 
icies and endorsements approved by 
the Board on January 5, 1934 are to 
become effective on and after July 1, 
1934. The present hearing will af- 
ford such carriers, and the insurance 
buying public, that wish to protest, 
an opportunity to present any griev- 
ance that may have been occasioned 
by the approval and adoption of such 
policy and endorsement form. 


Policies in the installment payment 
plan for all automobile insurance 
premiums will be taken up. A pro- 
posed new rule filed for adoption is 
the broad form towing and road serv- 
ice expense coverage, as well as the 
filing to extend the rule regarding 
short term policies to any private pas- 
senger or commercial automobile en- 
dorsement form. 


First Session 
INTRODUCTION by W. J, GRAHAM, 
Vice President, The Equitable Life 
Assurance Society of the U. S.; Pres- 
ident, American Management Asso- 
ciation. 


P. D. Betrertey, Asst. Treas., 
Graton & Knight Company; , Vice 
President, Insurance Division, Amer- 
ican Management Association, pre- 
siding. 

10:00 a.m. General Phases of 
Public Liability Insurance, by R. D. 
RoLey, Insurance and _ Personnel 
Manager, Boston Consolidated Gas 
Company. 

This paper will cover such topics 
as: 

1. The legal phase, necessity for this in- 
surance based on common law of 
negligence. 

2. Is General Public Liability Insurance 
utilized to the fullest practical extent ? 

3. Why is this coverage often more im- 
portant than property loss insurance? 

4. What limits of protection should be 
carried ? 


5. Should the insured place all liability 
lines with the same insurance carrier? 

6. What particular hazards does the av- 
erage manufacturer have, coverable 
under this type of policy? 

7. Can any manufacturer operate safely 
without liability protection? 

8. Why is the merchant peculiarly sus- 
ceptible to public liability claims? 

9. Does the existence of insurance make 
the public claim-minded? 

10. To what extent should these claims 
be protested ? 

11. How can the merchant successfully 
combat unjustified claims? 

12. Do owners, landlords, and tenants need 
liability protection, and why? 

13. Do these three have a common in- 
terest in certain hazards when owning 
and occupying the same premises? 

14. Do bailees, such as garage operators, 
have a legal liability to insure? 

15. Is the liability of general contractors 
greater than that of other business 
operators ? 

16. What is the liability of public carriers 
and is it relatively serious? 

17. What is the obligation of trustees and 
agents? 

18. Do these various representatives face 
individual liabilities or must their 
principals assume full responsibility 
for the acts of their agents? 

19. What are the professional liability 
hazards in the medical and other spe- 
cialized occupations ? 

20. If the specialist is employed by others, 
can he be held individually liable for 
malpractice, etc. ? 


RouND TABLE 


A round table discussion following 
this paper will consider the above 
questions. 


Leaders of Discussion: 

J. H. Nickett, Insurance Mana- 
ger, Philadelphia Electric Company. 

W. F. Lunp, Manager, Insurance 
Division, United States Rubber Com- 
pany. 

Second Session 

P. D. Betrer_ey, presiding. 

2:00 p.m. Specific Liability Risks, 
by Ropert b. SERVICE, JR., Assistant 
to the Controller, Norton Company. 

This paper will cover such ques- 


tions as: 

1. Does the operation of elevators expose 
the owners to special hazards? 

2. What is the relative liability of land- 
lords and tenants using elevators in 
common ? 

3. Can the owner of an elevator be held 
liable when he does not operate it or 
engage others to do so? 

4. What are the hazards for the owners 
of cranes, cable carriers, private 
switching engines, etc.? 

5. To what extent is property damage 
liability needed for boilers, tanks, and 
other pressure vessels? 

6. What is of more importance for these 
units, insurance protection or inspec- 
tion service? 

7. Is the public liability insurance for 
personal injuries needed in connection 
with pressure vessels when general 
public liability insurance is carried? 

8. What types of machinery and special 
equipment create hazards which should 
be insured against? 














9. Do manufacturers, public utility com- 
panies, and others who send out 
mechanics or service men need special 
liability insurance? 

What kinds of insurance are. needed 

to cover the operation of automobiles 

and trucks? 

11. What is the contingent liability of 
automobile and truck owners who use 
their machines in the service of their 
employers? 

12. What is the contingent liability of the 
employer and how can it be economi- 
cally insured? 

13. What hazards exist in the operation 
of teams? 

14. How numerous are contractual obli- 
gations and what is their nature? 

15. To what extent can they be avoided? 

16. Can these obligations be insured un- 
der common insurance policies or must 
they be specifically insured? 

17. Is liability for infringement of patents 
a present day hazard to be insured? 

18. Can products liability insurance pro- 
tection be obtained under general pub- 
lic liability policies? Aggregate limits? 


10. 


RounpD TABLE 
A round table discussion following 


thisgpaper will consider the above 
questions. 


Leaders of Discussion: 


Joun R. Brapes, Insurance Ad- 
viser. 
J. A. Ropinson, Department of 


Insurance Management, McKesson 
& Robbins, Inc. 
S. S. GrauaM, Assistant Treasur- 


er, Union Switch & Signal Company. 
Third Session 


Department of 
McKesson 


J. A. RosBinson, 
Insurance Management, 
& Robbins, Inc., presiding. 

10:00 a.m. Workmen’s Compensa- 
tion Insurance, H. L. JAMISON, Pres- 
ident, Richard L. Roberts, Inc. 

This paper will cover such ques- 
tions as: 


1. What are the relative merits of sched- 
ule versus experience ratings from the 
insurance buyer’s standpoint? 

2. Would the use of an experience rating 
plan reduce the number of accidents‘ 

3. Would any simplified rate-making 
formula improve compensation experi- 
ence for employers and _ insurance 
carriers? 

4. To what extent can employers reduce 
accidents ? 

5. What type of cooperative work can 
be done by employers and insurers in 
solving the accident frequency and 
severity problem? 

6. Should hospitals and physicians be 
selected by the insurer, the employer, 
or the injured employee? 

7. Are centralized hospital clinics, con- 
trolled by the insurers, satisfactory to 
employers and employees? 

8. Is there a solution for the problem of 
accumulated disability due to disease 
or partial incapacity which has been 
occasioned by previous employment? 

9. Should the current employer be held 
entirely responsible for such accumu- 
lated disability, when previous em- 
ployment is a contributory factor? 
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10. Would a continuous insurance contract 
for each employee with accumulating 
benefits, be a practical solution for pre- 
existing and aggravated disability ? 

11. Would a contributory plan similar to 
that used in Group, Accident and 
Health Insurance be of practical value? 

12. Should occupational disease be elimi- 
nated entirely from compensation 
plans? 

13. Can a compensation premium basis be 
devised which would be more equit- 
able than the present payroll basis? 

14. Would the number of man _ hours 
worked be an equitable basis? 

15. Why is it that many employers are 
able to administer their own compen- 
sation plans and wide margins of sav- 
ing and improved employees’ relation- 
ship? 

16. Can insured employers adapt any of 
the self-insurers’ methods without dis- 
pensing with insurance protection? 


Rounp TABLE 


A round table discussion following 
this paper will consider the above 
questions. 

Leaders of Discussion: 


T. N. Braprorp, Insurance Mana- 
ger, The Valley Camp Coal Company. 

C. J. DENNEny, Manager, Insur- 
ance Department, Union Carbide and 
Carbon Corporation. 

W. H. Patmer, Assistant Treas- 
urer, Lowe Paper Company. 

James S. Dopce, Insurance Mana- 
ger, Pittsburgh Plate Glass Company. 

Macon P. Mitter,Personnel Di- 
rector, Lynchburg Foundry Co. 


Fourth Session 
Round Table Conference 
2:00 p.m. Led by L. H. WicGERs, 
Insurance Manager, The Procter & 
Gamble Company, Chairman and 
leader of discussion. 


The proceedings of this session will 
not be published. 


This session will be opened with a 
brief resumé, by the Chairman, of 
the discussion following each of the 
papers presented at the preceding 
sessions. Opportunity will be given 
for brief further discussion. At this 
round table conference the following 
topics have been suggested : 


1. Riot and civil commotion insurance in 
relation to fire and explosion and 
steam boiler insurance. 

2. Malicious damage insurance. 

3. Inland, coastwise and marine transpor- 
tation insurance. 

4. Machinery breakdown insurance. 

5. Obsolescence insurance. 

6. What benefits may be expected from 
group study of insurance? 

7. How can trade and manufacturers 
associations best serve their members 
on insurance matters? 

8. What is the easiest way to avoid con- 
troversy and litigation in the settle- 
ment of claims? 


Standard Auto Policy 
In Preparation 


HE question of a standard auto- 

mobile liability policy was con- 
sidered by a Committee on Automo- 
bile Insurance Law of the Insurance 
Section of the American Bar Asso- 
ciation at a meeting recently held at 
the Palmer House in Chicago. The 
members of the Committee present 
were Howard D. Brown, Chairman, 
of Detroit; Mr. Henry S. Ballard of 
Columbus, Ohio, Mr. Perry F. 
Loucks of Watertown, South Da- 
kota; Mr. Laurent K. Varnum of 
Grand Rapids, Michigan, and Mr. 
Frank C. Haymond of Fairmont, 
West Virginia. 

This Committee has been working 
for some months on the question of 
a standard policy, which has been 
brought to the fore by the action of 
West Virginia and Texas in requir- 
ing all of the companies to use a 
standard policy within their bounda- 
ries. The meeting was held in order 
that the Committee might obtain in- 
formation from the companies. Many 
of them had been invited to send 
representatives and practically all of 
the larger insurance organizations 
were also represented. F. Robert- 
son Jones took part in the discussions 
on behalf of the National Association 
of Casualty & Surety Executives 
while A. E. Spottke presented the 
viewpoint of the National Bureau of 
Casualty and Surety Underwriters. 
The American Mutual Alliance and 
the National Association of Automo- 
tive Mutual Insurance Companies 
were likewise represented. 


The companies disclosed that they 
have been working on a standard au- 
tomobile’ liability policy for some 
time and that this work has pro- 
gressed to the point where a joint 
meeting of the stock and mutual com- 
mittees on the subject has been held 
and a program agreed upon. Hope 
was expressed that with the collabora- 
tion of the Bar Committee and the 
cooperation of the National Conven- 
tion of Insurance Commissioners, it 
would be possible to develop and se- 
cure the adoption of a standard auto- 
mobile liability policy without legis- 
lation. A resolution, adopted at the 
joint meeting of the mutual and stock 
committee was submitted to the Bar 
Committee as representing the sense 
of the combined stock and mutual 
companies. 


Since the meeting of the Bar As- 
sociation, Committee work has been 
carried forward on the new policy 
and preliminary drafts were sub- 
mitted to Commissioner Pope of 
Texas at a hearing held on May 15. 
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INVESTMENT... 


Investment at 
Stevens Point 


As of December 31, 1933, 
the Hardware Mutual Cas- 
ualty Company had over 
$3,900,000.00 invested in 
bonds of the highest rating. 
Not one dollar of principal 
or interest was in default. 


HARDWARE 


ae laymen realize the importance of the investment of funds 
in the operation of an insurance company. Not more than one 
prospective policyholder out of a thousand inquires into this aspect 
of a company they are considering. 

The investment policy of an insurance corporation is perhaps 
the one most important link in its chain of protection to policy- 
holders. It is in addition an important source of revenue. 

Mutual companies have made an outstanding record in the 
investment of funds. This has made itself particularly manifest in 
the past two years, when security values have had the most marked 
shrinkage in history and disaster has left few private or corporate 
investment structures untouched. 


MUTUAL CASUALTY COMPANY 


es 














Home Office: Stevens Point, Wisconsin 
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ATLANTIC MUTUAL 
RECOGNIZES AND PAYS 
COMMISSION to BROKERS 


Atlantic Mutual accepts busi- 
ness from brokers and pays 
commissions in the same manner 
as other Companies. 

Atlantic Mutual is strong finan- 
cially and writes a non-assessa- 
ble profit sharing policy, at the 
usual market rates. Present cash 
dividend 15%. 

This Company is the largest 
mutual marine and transporta- 
tion insurance Company in the 
World, and is over 90 years old. 





Marine Insurance 


For Over 90 Years 


Ocean 

Inland 

Yacht 
Transportation 











Write our Brokerage Department 
for detailed information 


Atlantic Mutual 


Insurance Company 
Chartered 1842 


175 West Jackson Blvd., Chicago, Il. 
Home Office: 49-51 Wall Street (Atlantic Bldg.) N. Y. 
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Boston Cleveland Philadelphia Baltimore Washington 
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Ie Flashes 


1930 Industrial leaders agree to spend five billion dollars during the 
year for improvemerks and construction, at White [louse conference. Steel produc- 
tion at 71% of capacky on June Ist and 39% on December Ist. Bureau of Labor 
index of employment\in manufacturing industries stands at 81.6 on July Ist. 
Stabilization Corporat) supports wheat market. I*ederal building projects de- 
veloped to aid jobless. Yrices of stocks and commodities slump. Premium income 
of the Lumbermens Muttal Casualty Company shows a gain of 12.2% over 1929 
to $13,050,070.76. Asset&increase 28.9% to $15,001,456.06. Net surplus increases 
to $2,101 ,032.43. 


| 93 | War I 


capacity on June Ist and 289 
ment in manufacturing indt 
approaches figure of one bil 
Prices of stocks and commoc 
Lumbermens Mutual Casualty Con 
$14,307 236.00. Assets increase 3.46 
to $2,220,062.08. 


1932 R. If. C. loans mill 


companies collapse. Ivar Kreuger comm 
France defaults on War Debt. Steel pro 
and 16% on December Ist. Bureau of Lal 
ing industries stands at 55.2 on July Ist. 
throughout the first half of the year, rallyin} 
of the Lumbermens Mutual Casualty Comp 
to $15 098 377.73. Assets increase 3.28% to ¥ 
to $2,336,954.24. 


1933 During March every banl 


Lumbermens Mutual Casualty Company continue 
the bank holiday. Dollar declines. NRA, PWA, 
States buys gold above world market prices. Steel prod 
on June Ist and 29% on December Ist. Bureau of Lal 
in manufacturing industries stands at 67.3 on July Ist. Pt 
modities rise. Premium income of the Lumbermens Mut 
shows a gai of 0% ovCcr 1932 to $16,004 197.85. Assek 
$17 ,222,827.28. Net surplus increases to $2,385,660.10. 


‘bt holiday declared. Steel production at 41% of 
on December Ist. Bureau of Labor index of employ- 
s stands at 71.7 on July Ist. Federal delicit 
llars. [england goes off the gold standard. 
ntinue to slump. Premium income of the 
my shows a gain of 4.81% over 1930 to 
to $15,521,354.57. Net surplus increases 


ns to railroads and municipalities. Insull 
s suicide. Bonus army in Washington. 
uiction at 21% of capacity on June Ist 
r index of employment in manufactur- 
rices of stocks and commodities lower 
in the second half. Premium income 
ry shows a gain of 5.52% over 1931 
6,031,781.14. Net surplus increases 


the United States is closed. 
nent of claims throughout 
AAA organized. United 
tion at 47% of capacity 
index of employment 
“es of stocks and com- 
ul Casualty Company 
increase 7.43% _ to 
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complete list of securities owned, which, at the worst poi 
depression, showed a maximum depreciation of only 























